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S. 852, THE NATIO NAL MOTOR VEHICLE 
SAFETY, ANTTTHEFT, TITLE REFORM, AND 
CONSUMER PROTECTION ACT OF 1997 



THURSDAY, SEPTEMBER 25, 1997 

U.S. Senate, 
Committee on Commerce, Science, and Transportation, 

Washington, DC. 
The committee met, pursuant to notice, at 10 a.m. in room SR- 
253. Russell Senate Office Building, Hon. John McCain (chairman 
of tne committee) presiding. 

Staff members assigned to this hearing: Lance D. Bultena staff 
counsel; and Moses Boyd, minority senior counsel. 

STATEMENT OF HON. JOHN McCAIN, VS. SENATOR 
FROM ARIZONA 

The Chairman. Good morning. The purpose of this hearing is to 
explore S. 852. In June, Senator Lott and Senator Ford intrmluced 
the National Motor Vehicle Safety, Antitheft, Title Reform, and 
Consumer Protection Act. This legislation is largely based on a re- 
port issued by a statutorily mandated advisory committee. 

The basic premise for the legislation is that a lack of uniformity 
in State laws both facilitates vehicle theft and limits consumers 
knowledge of valuable information about a vehicle's history. 

Vehicle theft is facilitated by the practice of V-I-N switching, 
where thieves exploit gaps between State motor vehicle titling laws 
to retitle a stolen vehicle by using the vehicle identification num- 
ber, VIN, from a salvage vehicle. 

Consumers are deprived of valuable information that a vehicle 
has been rebuilt firom salvage by a practice known as title washine. 
Unscrupulous individuals sometimes buy salvage vehicles, rebuild 
them, sometimes in a shoddy manner, and retitle a vehicle in a 
State that does not brand the title as belonging to a salvaee vehi- 
cle. By retitling the car in this manner, the title is washed of U\e 
salvage brand so that it may be resold for a higher price as an 
undamaged vehicle. 

When a title has been washed in this manner, all later pur- 
chasers are deprived of information that may alert them to the po- 
tential problems with the vehicle. These later purchasers may m- 
clude auto dealers that purchase the vehicle at a used car auction, 
or an individual purchasing the car for personal use. 

Some estimates sup^est that the misrepresentation of rebuilt sal- 
vage vehicles, as vehicles that have never been damaged, cost con- 
sumers $4 billion a year. 

(1) 
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To address these problems, S. 852 would create national uniform 
standards and procedures concerning motor vehicle titling. 
[The prepared statement of Senator McCain follows:] 

Prepared Statement op Hon. John McCain, U JS. Senator From Arizona 

TTie purpose of this hearing is to explore S. 862. In June, Senator Lott and Sen- 
ator Ford introduced the National Motor Vehicle Safety, Anti-theft, Title ReforoL 
and Consumer I^tection Act. This legislation is largely based on a report issued 
by a statutorily mandated Advisoiy Committee. 

The basic premise for the legislation is that a lack of uniformity in state laws both 
facilitates vehicle theft and umits consumers' knowledge of valuable information 
about a vehicle's histoiy. 

Vehicle theft is facilitated hy the practice of VIN switching where thieves exploit 
gaps between state motor vdhicle titling laws to retitle a stolen vehicle by using the 
vehicle identification number (VIN) from a salva^ vehicle. 

Consumers are deprived of valuable information that a vehicle has been rebuilt 
from salvage by a practice known as "title washing." Unscrupulous individuals 
sometimes bu>r salvage vehicles, rebuild them — sometimes in a shoddy manner — and 
retitle the vehicle in a state that does not '^rand" the title as belonging to a salvage 
vehicle. Bv retitling the car in this manner, the title is "washecr of the salvage 
brand so that it may be resold for a higher price as an undamaged vehicle. 

When a title has been washed in this manner, all later purchasers are deprived 
of information that may alert them to potential problems with the vehicle. These 
later purchasers may include auto dealers that purchase the vehicle at a used car 
auction or an individual purchasing the car for personal use. Some estimates sug- 
gest that the misrepresentation of^rebuilt salvage vehicles, as vehicles that have 
never been damaged, costs consumers $4 billion a year. 

To address these problems, S. 852 would create nationally uniform standards and 
procedures concerning motor vehicle titling. 

I want to thank bom Senator Lott and Senator Ford for their work on this impor- 
tant issue. 

I look forward to learning more about this legislation. I appreciate the willingness 
of the witnesses to testify today. 

The Chairman. I want to thank all Members, but especially Sen- 
ator Lott and Senator Ford for their work on this important issue. 
I look forward to learning more about the legislation. I also appre- 
ciate the willingness of the witnesses to testify, and we are obvi- 
ously pleased to have the prime sponsor of the bill, the distin- 
guisned Majority Leader, Senator Lott, here. 

Senator Lott, welcome. 

STATEMENT OP HON. TRENT LOTT, VS. SENATOR 
FROM MISSISSIPPI 

Senator Lott. Thank you, Mr. Chairman, and thank you to the 
witnesses today. 

Now, Mr. Chairman, I would like to talk to vou about used cars. 
Now, do not worry, I am not going to try to sell you one this morn- 
ing. 

The Chairman. You could. [Laughter.] 

Senator Lott. I am going to leave that to Rudy Dossett, my fel- 
low Mississippian here from Tupelo here today, but before I talk 
about the bill, I do want to thank jrou, Mr. Chairman, for having 
this hearing, and express my appreciation to Senator Ford for join- 
ing us as an original cosponsor, and make note of the fact that we 
already have 21 Senators cosponsoring this legislation. A biparti- 
san bill, so it shows you the degree of interest and concern in this 
area. 

I think it truly is a bipartisan bill which will effectively brand 
both a used car and its title if the car sustains significant damage. 
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The official name of the bill, of course, is the National Motor Ve- 
hicle Safety Antitheft Title Reform and Consumer Protection Act of 
1997. We still have not perfected the art of giving bills good, catchy 
names like some of our colleagues have in the past, but there are 
two key words here, first, consumer, and second, protection. This 
bill is about consumer protection. The bill is about a consumer's 
rig^t to know. The bill is about highway safety. It is a timely addi- 
tion to the public policy debate currently going on in Congress re- 
garding the reauthorization of ISTEA, which is the highway and 
urban mass transportation infirastructure bill. 

The bill protects buyers of used cars from unknowingly purchas- 
ing a rebuilt automobile that has not been properly restored to a 
safe operating condition. 

This is a serious problem, obviously. According to the Depart- 
ment of Transportation, the practice of selling these rebuilt vehi- 
cles as undamaged cars costs consumers and tne automobile indus- 
try nearly $4 billion annually. 

While most States require some type of disclosure on the title to 
indicate the vehicles historv, the requirements vary firom State to 
State. As a result, some rebuilders tske advantage of these incon- 
sistencies and return rebuilt vehicles to the road with a clean title. 
That is how it came to my attention, because in my own State of 
Mississippi, some rebuilding was going on in an adjoining State, 
and then they were being brought back into our State with a clean 
title. 

In some States, as many as 70 percent of all totaled vehicles may 
return to the roads with a clean title. This is wrong, and it is dan- 
gerous. 

The bill is straightforward. It requires that any vehicles with 
damage exceeding 75 percent of its pre-accident value be des- 
ignated as a salvage vehicle. In addition to the title notification, all 
rebuilt salvaged vehicles must have a decal permanently affixed to 
the driver's side door jamb indicating that the vehicle has been re- 
built, and specifying whether the venicle has passed an approved 
safety inspection. 

Just think about it for a minute. What if it is your son or your 
daughter driving around in your respective State m an automobile 
that has been rebuilt, one that is not safe. Her or his life could be 
at stake. This is horrifying, and I worry about my own daughter's 
situation in my State of Mississippi, who drives an awful lot on the 
roads of our State in a used automobile, since I cannot afford to 
buv her a new one. 

In the interest of promoting ^^eater safety on our roadways, I 
uree the committee to move this legislation forward. I believe it 
win. Thank you again, Mr. Chairman. America's national transpor- 
tation public policy needs to ensure that used car buyers are pro- 
tected. 

Now, I read with interest an article this morning offering a coin- 
cidence scenario in the scheduling of this hearing and other legisla- 
tive activity, and let me make it clear, any idea Uiat there is any 
kind of quid pro quo here is totally ridiculous. Senator McCain and 
I work together on many bills. It is a great pleasure to be a Mem- 
ber of this committee. I have said often, while I enjoyed being on 
other committees, I enjoy this one the most, because of the variety 
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and depth and breadth of its legislative jurisdiction, and I appre- 
ciate the cooperation that I receive from Senator McCain on many 
bills that come out of the committee. We fust disagree on one little 
bill, but we will have an opportunity to talk about that. 

Thank you, Mr. Chairman, and thank you, members of the panel, 
for being here. 

[The prepared statement of Senator Lott follows:] 

Prepared Statement op Hon. Trent Lott, U.S. Senator From Mississippi 

Mr. Chairman, today I would like to talk about used cars. Don*t Worry, I am not 
going to tiy to sell you one. 111 leave that to Mr. Rudy Dossett, my fellow Mississip- 
plan from Tupelo. 

Before I talk about the bill, I would like to thank Wendell, for being my primary 
oosponsor, and John for holdins this hearing. 

Briefly, this is a bipartisan oill which will effectively brand both a used car and 
its title if the car sustains signiflcant damage. Already a flfbh of the Senate has co- 
sponsored this legislative aporoach. 

The official name of the bill is the '^^ational Motor Vehicle Scdety, Anti-theft, 
Title Reform, & Consumer Protection Act of 1997." 

There are two key words here. First, consumer. And second, protection. 

This bill is about consumer protection. 

This bill is about the consumer's right to know. 

This bill is about hi^way safety. 

It is a timely addition to thepublic policy debate currently ongoing in Congress 
about the reauthorization of ISTEA. 

Briefly, this bill protects buyers of used cars from unknowingly purchasing a re- 
built automobile that has not been properly restored to a safe operating condition. 

This is a serious problem. Accoroing to the Department of Transportation, the 
practice of selling these rebuilt vehicles as undamaged cars costs consumers and the 
auto industiy nearly four billion dollars annually. 

While most states require some type of disclosure on the title to indicate the vehi- 
cle histoiy, the requirements vary from state to state. As a result, some rebuilders 
take advantage of these inconsistencies and return rebuilt vehicles to the road with 
a clean title. 

In some states as many as 70% of all totaled vehicles may return to the roads 
with a "clean" title. This is wrong and this is dangerous. 

This bill is straightforward. It requires that any vehicle with damage exceeding 
75% of its pre-aocident value be desi^ated as a ''salvage vehicle." In addition to the 
title notation, all rebuilt salvage vehicles must have a decal permanently aflixed to 
the drivel's side door jamb inoicating that the vehicle has been rebuilt and specify- 
ing whether the vehicle has passed an approved safety inspection. 

In the interest of promoting greater safety on our roadways, I ui^ the committee 
to move this legislation forward. 

America's national transportation public policy needs to ensure that used car buy- 
ers are protected. 

The Chairman. I want to thank the Majoritv Leader and again 
point out that this hearing has been scheduled for well over a 
month. I would also point out that there may be some diflferences 
of view out there as to exactly how we should address this issue, 
but I do not know of anyone who does not believe that this is a 
problem and that it needs to be addressed. Accordingly, because 
this issue is so important, especially to those people who cannot af- 
ford a new car, we would like to move forward on this issue as 
quickly as possible. 

We are talking about lower-income people who have less protec- 
tions in many respects than more wealthy people, certainly less ac- 
cess to legal assistance, et cetera. I am very appreciative that the 
Msgority Leader would brin^f this bill to our attention, and I do 
hope for the good of the Nation that we could move it quickly and 
have the President of the United States sign it. I also hope with 
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a pay raise, and perhaps vour daughter could get a better used car, 
if not a new car complete^. 

Senator Lott. I am already shopping around. [Laughter.] 

The Chairman. I thank the Majority Leader. Thank you. 

Senator Gorton. 

Senator Gorton. I need to speak to the Migority Leader, Mr. 
Chairman, so my opening statement will be short 

I agree with both of you on this. I think if memory serves me cor- 
rectly I was the sponsor of the 1992 Act whidi led to this, along 
with Senator Bryan, but I look forward to hearing from tibe wit- 
nesses and to prompt action cm the bill. 

The Chairman. Our witnesses will be Mr. Bill Braudi, who is 
special assistant attorney general and director of the Consumer 
IVotection Division of the Iowa Department of Justice. Thank you 
Mr. Branch for being with us. Our next witness will be Mr. Ber- 
nard Brown of the Consumer Federation of America. We are al- 
ways pleased to have representation from the Consumer Federa- 
tion or America before this committee, as we have had on many is- 
sues, and so welcome to vou, Mr. Brown. We are also glad to have 
Mr. R.B. Dossett of Tupelo, MS, a person who has had a longstand- 
ing involvement and concern on this issue. We also welcome Bis. 
Peg Ediols, who is with State Farm Insurance Company of Bloom- 
in^on, IL. Finally, we welcome Ms. Marcia McAllister who is here 
on behalf of the American Salvage Pool Association. We will begin 
with you, Mr. Branch. 

STATEMENT OF BILL BRAUCH, SPECIAL ASSISTANT ATTOE- 
NBT GENERAL * DIRECTOR OF THE CONSUMER PROTEC- 
TION DIVISION OF THE IOWA DEPARTMENT OF JUSTICE^ ON 
BEHALF OF THE NATIONAL ASSOCIATION OF ATTORNET8 
GENERAL 

Mr. Brauch. Thank you, Mr. Chairman, Members of the commit- 
tee. On behalf of the Naticmal Association of Attorneys General and 
Iowa Attorney General Tom Miller. I would like to thank you veiv 
much for this opportunity to testify regarding this important bill. 

lliere are four main points I would uke to make. First, I would 
like to congratulate the sponsor and the committee for addressine 
the issue. We think this is a m^jor issue for used car buyers. Basea 
on statistics, complaints to our office, it is the No. 1 complaint of 
used car buyers, the fact that they had purdiased a vehicle that 
had been in a wreck, they had not been told about it, or it had been 
misrepresented to them. 

It not only is a value issue 

The CHAmMAN. Could you emphasize that? You say that is the 
No. 1 complaint 

Mr. Brauch. The No. 1 complaint that we have eotten in the last 
few years on used car purchases is failure to disclose known dam- 
age or known salvage. 

The concern is not onlv one of value, but one of safety. Maay 
times these vehicles may be welded together, two different vehicles 
welded top^ether. There may be very cpreat safety concerns. The bot- 
tom line IS that consumers need to oe able to make an informed 
choice. And it affects dealers as well. 
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As you have mentioned, some States have taken action, but the 
patdiwork quilt of State laws out there is not doing the job. The 
con artists know they can go to a State that does not have strong 
laws and clean that title and sell it elsewhere and defraud people. 

Now, while we commend the committee for making this proposal, 
we do have great concerns. We cannot support the bill as it is. That 
is my second point. It sets the threshold too high. The 75 percent 
damage definition of salvage in our view is too high. We would like 
to see it be lower, somewhere in the range of 50 to 65 percent. 

It does not require written disclosures at or before the time of 
sale. That is essential. That is part of our State law in Iowa, and 
that needs to be here as well. 

It also does not provide for any remedies for State Attorne^rs 
General or for private citizens who have been victimized. The 
odometer law does, and that has worked. That has a three-pronged 
approach, criminal enforcement by the Federal Government, State 
enforcement, and private remedies. That three-legged stool, so to 
speak, has been very effective in diminishing odometer firaud. 

In addition, of great concern is the fact that this bill preempts 
the States from offering greater protections in defining what is a 
salvage vehicle. In Iowa, the model ^fear does not matter. If it is 
a salvage vehicle, it is a salvage vehicle. The value of the vehicle 
does not matter. As long as it is over $500 value it can go on a sal- 
vage title. 

This bill says that the vehicle has to be at least 6 model years 
pid or newer, and it has to be worth more than $10,000 for it to 
qualify. That is of great concern to us. We would like to continue 
to be able to protect lower income consumers, as was being men- 
tioned just now. 

We uiink the best Federal consumer protection laws are those 
which require a baseline of protection and allow the States to eo 
further, ISne the Trutfa-in-Lending Act, and that is what we would 
like to see here as well. 

The third point, we think the resolution passed l^ the National 
Association of Attorneys General in 1994 provides a better ap- 
proadi. It uses a 65-percent test on salvage. It requires written and 
oral disclosures of prior salvage history. It provides for relief for 
State Attorneys General, just Kke under the odometer law. We can 
go to court. We can set ii\junctions. We can get refunds. We can 
get civil penalties, and it provides for private remedies, and it does 
not preempt the States, and it also brands titles. 

Now, while branding titles and putting stickers on door jambs is 
certainly helpful, it does not do tne trick, because very often the 
tide is not there at the time of sale. 

In Iowa, for example, the tide need not be present in order for 
the vehicle to be sold. 

Very often, the consumer does not see the title until he or she 
pays off her own loan on the vehicle. Door jamb stickers are part 
of the Federal odometer law when the vehicles's odometer has been 
repaired or replaced, there has to be a sticker on the door jamb, 
but experience has shown, consumers do not look for it In fact, 
folks in the industry are not even generally aware of that require- 
ment. 
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What works is written disclosures. That is a titling condition in 
Iowa. You have got to issue a written disclosure to get that title. 

My fourth and final point is that the State Attorneys General are 
very much willing to continue working on this bill, to work with 
you, to work with the interested parties to come up with something 
that we all agree will provide sufficient notice to consumers and 
sufficient enforcement tools. 

Thank you, sir. 

[The prepared statement of Mr. Brauch follows:] 

Prepared Statement op Bill Brauch, Special Assistant Attorney General & 
Director op the Consumer Protection Division op the Iowa Department op 
Justice, on Behalp op the National Association op Attorneys General 

I. introduction 

Chairman McCain and members of the committee: I am the Director of the 
Consumer Protection Division of the Iowa Department of Justice. Durinff my ten 
years in that Division, I have been the state attorney primarily responsible for en- 
forcing Iowa's motor vehicle fraud laws. On behalf of Iowa Attorney General Tom 
Miller, and the National Association of Attorneys General C^^AAG'O, I would like 
to thank ^ou for this opportunity to state our views concerning S. 852. 

While it is essential to enact comprehensive federal legislation to protect used car 
buyers against unwittingly purchasing vehicles that had incurrea prior dama^, 
S. 852 fiuis to provide sufficient tools to address the problem. In adoition, this biU 
creates a motor vehicle titling scheme that preempts state laws, but provides less 
protection. Finally, it fails to follow the moael set out in the federal law that has 
Deen so effective m reducing odometer fraud and which served as the model for the 
Resolution adopted by NAAG in 1994 (NAAG Resolution attached as Appendix 1). 

n. s. 862 correctly identipies the problem op auto salvage praud 

The failure of sellers of vehicles that have been wrecked and repaired to discbae 

6rior damage is the greatest threat currently facing used car and truck buyers, 
lased on our experience in Iowa, auto salvage fraud is the most common consumer 
fraud currently beinff perpetrated on used auto buyers. From the beginning of 1996 
throu^ June 1 of this year, complaints to our office from purchasers concerning 
damaged cars and trucks exceeded odometer complaints by more than six to one. 

A. Salvage Title Fraud Costa Consumers Millions and Threatens Safety 

Eveiy year, consumers lose millions of dollars to salvage/damage fraud, and they 
may unknowingly be placing their families in danger. Industiy experts, and 
consumer experience, tell us that vehicles that were once on salvage title or had oth- 
erwise incurred significant damage lose up to 60% of their market value because 
of the prior damaoe. Consumers do not trust the physical integrity of former dam- 
aged or salvage vehicles, do not believe they will operate for as long a time as would 
an undamaged vehicle and, therefore, value them less than undamaged vehicles. In 
fact, some salvage vehicles that are rebuilt are literally 'ticking time bombs." Th^ 
may even consist of two vehicle halves that have been welded together. 

B. Some States are Already Acting 

Some states, inchidinff Iowa, have already acted to address this problem. Iowa's 
auto damage disclosure Taw requires written disclosures of prior salva^ histoiy and 
of damage costing $3,000 or more to repair.^ Sellers must disclose this information 
at or before the time of sale. It applies to all used vehicles less than ten model jrears 
old. Issuing a false salvage or damage disclosure is a crime and also violates the 
Iowa Consumer Fraud Act, the primaiv consumer protection law enforced by the At- 
tomev General.^ Our oflice has brou^fit civil and criminal charges under the dam- 
age (usdosure law against dealers and individuals. In addition, Iowa motor vehicle 
titHnff laws require salvage titles for salvage vehicles and require the brand "PRIOR 
SALVAGE" on the titles of vehicles that were once on salvage titles and were subse- 
quently repaired.* This applies regardless of the model year of the vehicle. 



Uowa Code section 321.69. 
■Iowa Code section 714.16. 
>Iowa Code section 321.62. 
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Ifowever, becmse not all states have laws like Iowa's to protect consumers, scam 
artists have found that th^ can go to states with lax disclosure and titling laws 
and obtain auto titles without title brands or written disclosures. They then resell 
the vehicles to oonsumen without any disclosure of the prior damage. Therefore, 
with even one state available in whidi to launder titles, consumen anywhere may 
be defirauded, even those in states with strong titling laws. The need for a strong 
national standard is evident. 

C. Consumer Diadosurea are Eaaeniial 

Consumen who are aware of the prior damage vote with their pocketbooks. They 
are reluctant to purchase autos that have incurred extensive prior damage or pay 
as much for them as vehicles that have not incurred such damage. Consumen want 
and need to know about prior extensive damage before placing their families in 
these vehicles. Consumen who are provided notice of the prior salvage histoiy l^ 
the seller can take the vehicle to be inspected before purdiase. An exnert technician, 
being aware of the prior damage, can advise the consumer whether the damage has 
been properly renaired and whether the vehicle mav be a safety hazard or mi^^t 
require additional repain. The consumer can then take this information into consid- 
eration in determining whether to purchase the vehicle and how much to offer for 
it. Also, future repair costs related to prior damase may far exceed expected future 
repain for similar vehkles whidi had not incurred prior damage. 

Z>. Salvage Fraud Harms Legitimate Dealers 

This is also a matter of making an "even plaving field" for honest businesses. 
Deafen and othen who sell prior salvage can without disclosure distort the market 
for used can b^ engaging in unfair competition with honest sellen who provide dis- 
dosures to their buyere. It is extremely difllcult for legitimate businesses which dis- 
close prior salvage as a practice to compete with scam artists who intentionalljr con- 
ceal it. Thus, discfesure of prior salvage histoiy at or before the time of sale is es- 
sential to the fair and eflicient operation of the national used car market. 

m. S. 862 IS A FLAWED APPROACH AND SHOULD NOT BE ENACTED IN ITS CURRENT FORM 

A. The Definition of "Salvage Vehicle" in S. 852 is Too Narrow 

While S. 862 addresses the right problem, it is fatallv flawed and will not benefit 
consumen. For example, S. 862 defines "Salvage Vehicle" too narrowly. Under that 
dd^tion, the owner must obtain a salvage title for the vehicle if: 

• it has been purchased by an insurance company as a result of a damage settfe- 
ment with the owner; 

• the owner requests a salvage title; or, 

• the vehicle has sustained aamafe such that actual or estimated repair costs will 
exceed 76% of the vehicle's retail value before it became damaged. 

i. The 75% standard is unreasonably high 

We oppose the 76% standard in that it will result in more damaged vehicles being 
sold to consumen and operated on roadways in Iowa and other states whidi cur- 
rently apply broader definitions in detenmning which vdhicles must be titled as 
"iSalvage.^ This is so in that S. 862 will preempt states from using a standard other 
than the 76% standard, inchidinff Iowa s more consumer-friend^ 60% test or the 
66% standard suggested in the NAAG Resolution. In our view, the 76% standard 
will permit far too many former salvage vehicles on America's roadwavs. 

Damage to the extent of 60-66% of the maiket value of a vehicle is extensive 
damage. The owner should have to obtain a salvage title for the vehicle. We urge 
Conness to enact a reasonable standard so that more vehicles are required to be 
titted as salvage than would be required under this bill. Consumen need and want 
to be made aware of prior damage. The 76% standard will permit too many severely 
damaged vehicles back on the road with no notice to consumen of the severe dam- 
age the vehicle has incurred. 

2. Limiting the scope of the hill to vehicles six model years old or less and to 
those with retail values exceeding $10,000 is unfair to middle and low in- 
come consumers 
We also oppose the exemption in S. 862 for vehicles over six model yean old.^ 
Iowa's salvage title law has no model year exemption. It coven all motor vehicles. 



^We presume the bill inadvertently excludes from the definition of "Salvage vehicle," vehicles 
which are six modd yean old and newer and ihme worth more than $10,000 and that the draft- 
en, instead, intended to only include vehicles that are six model yean old or newer and those 
worth more than $10,000. This latter approach is that taken in H.R. 1830, a bill we also oppose. 
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regardless of aoe. Whether a vehicle has been involved in a miyor accident is a safe- 
ty issue, regaroless of vdhicle age. In fact, it may be more of a safety issue for older 
models. In addition, we strongly oppose any retail value limitation on vehicles cov- 
ered under the bill. 

Limiting the bill to vehicles six model years old or newer and to vehicles valued 
greater than $10,000 means that consumers who can teast afford used cars will not 
receive protection under this bill. It is inherently unfair to protect only consumers 
who can afford to purchase newer model vehicles. In addition, vehicles between six 
and ten model years old are at least as likely to be involved in accidents resulting 
in miyor damage as newer model used cars. Our office has not seen any correlation 
between consumer complaints about damaged vehicles and the model year or value 
of such vehicles. Any federal law in this area should have as broad a scope as is 
reasonably possible in order to effectuate its purpose of protecting the safety of used 
car buyers. 

3. Preempting state title-branding laws for older cars is unfair 
In addition, the bill preempts state titling laws so extensively that it raises seri- 
ous questions about whether the states will be able to protect purchasers of these 
older, less oostlv vehicles under state title-branding laws. Iowa's motor vehicle sal- 
vage branding law extends to all vehicles, regardtess of model year. This bill ap- 
pears to prevent Iowa from continuing to protect consumers regarding vehicles more 
than six model years old. Congress should not preclude the states from offering 
greater protection to consumers than the federal standard. 

Therefore, because of the overly restrictive definition of ^Salvage Vehicle" in this 
biU, and because it preempts the states from using broader definitions to protect 
consumers, S. 862 is fatally flawed and will diminish current state-provideMl 
consumer protection. 

B. The Lack of Written Disclosure Requirements for "Salvage" and "Rebuilt Stdvage" 
Vehicles is a Major Flaw in S. 852 

S. 862 does not require written disclosures at or before the time of sale as to 
whether vehicles are titled as '^Ivage" or '^built Salvage." This is another fatal 
flaw. The failure to require these essential disclosures in written form means tifiat 
consumers will not get notice of the prior damage and, thus, will be paying too much 
for the vehicles and may be unwittingly placinff their families in danger. 

In our experience in Iowa, the consumers who complain are those who have pur- 
chased a vehicle with little or, in most cases, no visible evidence of prior damage 
likely to be observed by the average car buyer. They find out about the prior dam- 
a^ the first time they take the car in for maintenance or repairs and tiie auto tedi- 
nician notices siffns it has been rebuilt, or when th^ attempt to trade the vehicle 
and the dealer ootains a title histoiy from a computer data bank indicating the ve- 
hicle was once titled as salvage. Consumers are literally outraged to learn of the 
concealment of this material information, and ri^tly so. And Uiey look to state at- 
torneys general for assistance. 

1, Title brands and door jamb stickers are insufficient to protect most consum- 
ers 

Unfortunately, this bill focuses only on title brands and door iamb stickers in at- 
tempting to provide protection to buyers of '^Ivage" and "Rebuilt Salvage" vehicles. 
Consumers don't see door iamb sticker notices. The door jamb sticker re<piired 
under the federal odometer law when odometers have been repaired or replaced has 
proven ineffective to put consumers on notice that the odometer may not be accu- 
rate. However, the written disclosure requirements in the federal odometer law are 
effective in notifying consumers of the accuracy of the odometer reading. 

While title-brancung and door iamb stickers may provide notice to the few om- 
sumers who may see a title branded under the bill as "Salvage" or "Rebuilt Salvage" 
or notice a door jamb sticker, it does not come close to addressing the real neea in 
the marketplace. Consumers must be given pre-sale written disclosures that the ve- 
hkles are titled as '^Ivage" or "Rebuilt Salvage." 

In Iowa, as in most states, the title is held oy the financial institution that pro- 
vided the loan to the car buyer. The lender has possession of the title until the loaai 
is repaid. In addition, dealers are not re<iuired to produce the prior ownei's title for 
transfer at the time of sale. Therefore, titles may not be present at the time of sale. 
Thus, the new buyer will not see the prior owner^s title, including any "Salvage" or 
"Rebuilt Salvage" designations. In addition, consumers who purchase with a loan 
may not see their own car titles until after their loans are repaid and, thus, wHl 
not have anv wa^ of seeing the '^Ivage" or "Rebuilt Salvage" designations on the 
title under this bill until years after they have suffered harm. 
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2, Written disclasures put more consumers on notice and provide important 
evidence in prosecutions 
In our view, this biU will not succeed in protecting consumers unless it is revised 
to also reauire written disclosures for "Salvaffe" and "Rebuilt Salvage" vehicles at 
or before the time of sale. A seller that provides a false statement wul be providing 
important evidence that can be used to trace salvage fraud. Written disclosure re- 
quirements under federal and state odometer laws nave worked extremelv well in 
addressing odometer fraud.^ Implementing the same approach here would be a sub- 
stantial deterrent to individuals or dealers committing fraud by misrepresenting or 
failing to disclose the vehicle was once titled as salvage. In the odometer law, Con- 
ffress has before it a ^stem that works. It should build on that success by following 
ue odometer enforcement scheme in this bill. 

C. S. 852 Lacks Sufficient Enforcement Means 

This bill doos not provide for sufficient enforcement for it to have any palpable 
impact on auto salvage fraud. 

1, The bill doesn't authorize state attorneys general to file lawsuits to obtain 
refunds for consumers, injunctive relief, or civil penalties 
The bill lacks any remedies for the states for violations of the titling laws it im- 
poses on the states. State attorneys general have recovered millions of dollars for 
ii\jui«d citizens under the federal odometer law. It is incomprehensible that this bill 
does not provide the same relief. It has taken the eflbrts of federal and state en- 
forcement olHcials and private actions to curb odometer fraud. The less comprehen- 
sive effort reflected in this bill will not deter auto salvage fraud. 

D. The Preemptive Effects of this Bill Will Greatly Hamper StaU Law Enforcement 

Efforts 
The bill preempts state titling laws that are not consistent with the bill, even 
where such laws provide greater protection to consumers. The effect of diis preemp- 
tion on state enforcement will be devastating. 

7. The bill raises serious questions about the ability of state attorneys general 
to protect their citizens under state consumer laws 

The bill puroorts to preserve state consumer remedies, but does so in curious lan- 
gua^ that calls into question the ability of state attorneys general to flle civil and 
criminal consumer protection actions under state law. 

The section of the bill relating to state enforcement provides that states are not 
precluded from enforcinff the provisions of the bill, but provides no remedies to the 
states. This language, taken with the preemptive languaoe in the bill, calls into seri- 
ous doubt whetner the states may continue to enforce tneir own salvage disclosure 
laws. If the courts adopt this interpretation. Congress will have deprived the states 
of their strongest tools to protect their own citizens under state law. 

In addition, because the bill preempts inconsistent state titling requirements, it 
leaves in douot whether Iowa may continue to include its damage disclosure state- 
ment on its state titles. 

Thus, the provisions of this bill relating to preemption of the states, and state en- 
forcement, are in desperate need of revision. 

E. The Failure to Provide for Private Remedies is Another Fatal Flaw in S, 852 

The availability of private remedies is essential to the success of consumer protec- 
tion lenslation. Uovemmental enforcement agencies lade suflicient resources to ad- 
dress all instances of motor vehicle fraud. Congress recognized this in the area of 
odometer fraud by providing consumer victims with civil remedies, including attor- 
ney fees. The failure of this bill to provide private civil remedies can only result in 
the bill ultimately falling far short of deterring these fraudulent sales. The odometer 
law has succeeded, in large part, because crooked car sellers know that buvers can 
bring them into court to pay for their bad acts. Salvage fraud artists know that gov- 
ernment enforcement resources are limited. The lack of a private remedy will leave 
a vacuum in the deterrent effect of this legislative effort. Therefore, the failure to 
include private civil remedies, with attorney fees for successful plaintiffs, in this bill 
is inconceivable. 

F. The Failure to Provide for Any Consumer Relief is Shocking 

The fact that the bill does not provide a right of action to any governmental entity 
or to private individuals to obtain restitution or damages for consumers is beyond 
belief. Successful consumer laws provide for consumer relief because having to re- 



■The federal odometer law is at 49 U.S.C. sections 32101, 32701-32711. 
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turn moneys to defrauded consumers is fair and is a sreater deterrent to crime. One 
of the strongest deterrents in the federal odometer Taw is the statutoiy minimum 
damages available to attorneys general on behalf of consumers, and to consumers 
in private actions. Failing to provide for consumer relief is a fatal flaw of the bilL 

IV. THE NAAG RESOLUTION IS THE BETTER APPROACH 

In adopting the attached NAAG resolution, the attorneys general recognized that 
there is a tremendous need at this time to enact federal legislation to address 
consumer fraud concerning the sale of vehicles whidi have incurred prior damase 
or were on salvage title. The attorneys general further recognized the nationwiae 
scope of salvage/damage fraud and were responding to the t&usands of consumers 
who have contacted their ofiioes in the past several years with ooa4>laints about 
purchases of such vehicles. The Iowa Attorney General strongly supports the NAAG 
Resolution. Unfortunately, S. 862 is not consistent with the approach suggested in 
the NAAG Resolution and will not diminish auto salvage fraud. 

V. CONCLUSION 

Salvage title fraud is un^estionably the big^st problem for today's used car buy- 
ers. Passage of federal legislation consistent with the NAAG Rraolution would pro- 
vide consumers the information they need to adequately evaluate a vehicle's safety 
and value before they nurchase it The NAAG l^slative strategy uses the three- 
pronged approach of title-branding, written disclosures, and adequate enforcement. 
This approach is necessaiy in order to strike a decisive blow against auto saWage 
fraud. 

S. 852, on the other hand, is inadequate in many respects, and will seive to di- 
minish protection for the thousands of consumers aflected every vear by vehicle sal- 
vage fraud. Because this bill preempts the states, it will diminish the protection al- 
ready available to Iowa consumers and consumers in other states under state laws. 
In our view, this bill is in need of drastic revision. Consumers would be best served 
if Congress were to reject S. 852 or to make necessaiy revisions to address the real 
needs of used auto buyers. 

The Chairman. Thank you, Mr. Brauch. Let me say that I think 
you make some very good suggestions and we obviously would 
want to take those into serious consideration. The reason why we 
have these hearings is exactly so that we can get this kind of input 
and the kind we are going to get from our next witness, Mr. Brown. 

I think we are in agreement from a conceptual standpoint. For 
example, I believe some of it is fairly easy, i.e., going from 75 per- 
cent to 65 percent. We may have a little diflference on the preemp- 
tion issue, but we always have that issue on a number of pieces 
of legislation. This committee, on at least this side, has always 
leaned aeainst preemption of State's authorities except in the most 
extreme kinds of situation. 

We appreciate the input. I did look at your written statement 
and I thought it was very valuable and important. 

Mr. Brown, welcome. 

STATEMENT OF BERNARD BROWN, CONSUMER FEDERATION 

OF AMERICA 

Mr. Brown. Thank you, Mr. Chairman. I have an exhibit that I 
would like to put on the easel. 

Mr. Chairman and Members of the committee, thank you for the 
opportunitv to testify today. I am here as the designated represent- 
ative for tne Consumer Federation of America, and to clarify, it is 
a coalition of consumer groups, some 240 consumer groups that 
represent some 50 million American consumers. 

I am also authorized to sa^ that our views as stated here today 
are endorsed by a number of^ other consumer ^ups, including the 
Center for Auto Safety, United States Public Interest Research 
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Group, Public Citizen, the Consumers for Auto Reliability and Safe- 
ty, and the National Association of Consumer Advocates. 

^so, from informal discussions yesterday I am of the impression 
that Consumers Union will be submitting a letter that will reflect 
some similar views to ours. 

About my backgroimd. I am an attorney who has for some 13 
years represented consumers on car fraud cases, and I have rep- 
resented hundreds of consumers and investigated thousands of 
cars. On a daily basis we get many complaints about roll-back 
odometer cars, wrecked cars. This is what we do, and we see the 
pain first-hand. 

I got into the work myself when I bought a rolled-back odometer 
car, so those are the roots of my work. 

While pleased to have the opportunity to convey some of this ex- 
perience to the Congress, I have to say that I come here somewhat 
disheartened. After the 60 Minutes piece that kind of helped to 
bring light to this rather covert problem in 1993, I was hoping, we 
were hoping to see some legislation that we thought would really 
hit the nail on the head, but our conviction is that this bill in cur- 
rent form would actually be a step backward, would be worse than 
no bill at all — ^in its current form. 

We are most appreciative of the recognition and the unanimity 
of all interested groups as far as we know, that there is a serious 
problem that needs to be addressed, but we see serious, serious 
problems in the bill in its current form. 

The issue, properly framed fix)m the consumer point of view, is 
to get the information about the fact that a car has been wrecked 
to the buyer at the time of sale, so from the beginning we start 
with, perhaps, a side step that this legislation uses. Title branding 
is the entire approach of this bill. Title branding is not necessarily 
effective, although it is a good general idea if possible, and if prac- 
tical, but titles are frequently — if not normally — not available to 
consumers or car buyers at the time of purchase, so that is a seri- 
ous problem with this bill. 

The Consumer Federation of American believes that any bill that 
does not ensure that the information is given to the buyer at the 
time of sale would not be adequate, and that that is hitting the ball 
with the bat. We need to get that information there at the time of 
sale. 

The problems with the bill, there are a number of them that I 
am goine to quickly review, and I want to emphasize that we do 
believe that there is a very simple and much better alternative that 
would be out there. 

The first problem, and to some extent the consumers are kind of 
on the side of this issue, this is a massive State mandate, and it 
would be costly, and it would apparently be quite unconstitutional. 
The House has already amended their version of companion legisla- 
tion here because of the constitutionality problem, so we think that 
it is important to point that out. The Brady bill case spells out that 
this sort of legislation in this form would apparently be unconstitu- 
tional. That is the way it appears to us. 

We think it is also important to note that the cost, while not so 
obvious, would actually be quite heavy when you talk about asking 
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the States to change their titling procedures and to change their 
forms. 

Just to give one of mv favorite statistics on this issue, the State 
of California buys blank titles 2 billion at a time, and if you say 
change the form, that is just step 1. That is just one State. Across 
the country, to say change the titling procedures is something that 
should be done only with grave respect for the amount of cost in- 
volved, and the complexity is massive. The States under this bill 
would be required to enact or reenact fairly complex legislation, so 
this is the first thing that we would raise by way of a question 
about this bill. 

From the consumer's standpoint, we are much more concerned 
with the second point, which is preemption. This bill, as we read 
it, and we think that legal eyes can look over this and have some 
disagreement, this bill has sweeping preemption in it. It uses ter- 
minology to the effect of any, used by any State in any law of a 
term ofthose enumerated here that is different from the State's ex- 
isting terms would be preempted. There are a lot of laws that use 
either the word salvage, or junk, or nonrebuildable, and those laws 
would by our reading of this bill, be simply swept away, struck 
down. 

There are a lot of ramifications to that, and one I would cite is 
that I believe that States that have laws that require safety inspec- 
tions of salvage cars, those laws would have to be at least be reen- 
acted. They would be struck down, at least temporarily, by legisla- 
tion of this kind. The ramifications are quite broad. Tlie preemp- 
tion is very broad, by our reading of it. 

This preemption is a serious problem in States such as Iowa and 
the other States that have lower salvage thresholds, better 
consumer protections. The way we read the bill is that those would 
be struck down, and that seems to be not only bad but entirely un- 
necessary. 

We do not see any reason why, even if you use the same system 
of title branding, you could not use parallel disclosures. Federal 
disclosures on the one hand. State disclosures on tJie other, so they 
could be side by side. We do not see a problem with that, if this 
entire branding system were to be the key, the technique used. 

So the sweeping preemptions are a big problem. 

The second big problem from the consumer's standpoint would be 
sweeping exclusions. If we are going to have a uniform Federal use 
of these terms, then to exclude, to have a minimal kind of defini- 
tion that covers relatively few cars, that is sweeping away 
consumer protection. 

Example 1, and this is where I will point to this exhibit. This is 
a 1989 vehicle in this picture, and it was clearly totaled, althou|^ 
equally we would say it probably could be rebuilt by some re- 
builder. Because it is a 1989, that car not only would not be called 
salvage under this bill, no State could call it salvage, or use any 
equivalent term. 

Now, to us, very few States have age limits like 6 years. We see 
no reason for these exclusions from the definition. Why would you 
exclude cars over 6-model years old? From the safety standpoint a 
car could be unsafe whether it is 8 or 9 or 10 years old. 
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The other exclusions, at least the 75 percent threshold is a prob- 
lem. The way that 75 percent is defined is a problem. The exclusion 
of State definitions of junk vehicles, some States use a percentage 
definition of junk. That should not be excluded, and ttiat is ex- 
cluded by this bill. Pickup trucks might even be excluded by this 
bill. Now, that is again a question of interpretation of a term. 

A next point is, this bill has no requirement for point of sale dis- 
closure. As I said in the beginning, the way this issue should be 
framed is, how could this information be gotten to the buyer, 
consumer or car dealer, at the point of sale? This bill has no provi- 
sion at all for point of sale disclosure, for setting the information 
to the buyer before they buy the car, whether it is a dealer at an 
auction or an individual. 

And titles would not normally be available to consumers, and fre- 
quently not to dealers. 

It has no private right of action, so a consumer or a dealer who 
buys a car and can demonstrate that the person selling the car de- 
liberately defrauded them and knew that they were selling a re- 
built wreck, even if it was criminal, the buyer would not nave a 
right of action under this bill, and that does not stand to reason 
from the consumer vantage point. We see no basis for approaching 
things that way. 

It nas almost no other provisions for enforcement, either Federal 
or State, except for reciting criminal sanctions. The Federal odom- 
eter law is a good comparison. It has lengthy provisions for enforce- 
ment, administrative, injunctive, et cetera, both Federal and State. 

It has no requirement that a rebuilt salvage vehicle be inspected 
for safety. Make no mistake about it, I do not think there is much 
disagreement, what we have is a Third World manufacturer at 
work in this country. The rebuilt cars are by many unscrupulous 
rebuilders. not all, many unscrupulous rebuilders. 

The backyard rebuilders, the ones that will do this without scru- 
ples are totally unregulated. Their cars do not pass inspections. 
Their cars are not checked at all, and they are basically remanufac- 
tured vehicles. There needs to be some requirement of safety in- 
spection of a remanufactured vehicle. 

It threatens consumer vehicle owners with Federal felonies. A 

Serson who makes any false statement on a title application under 
tate law under this Federal bill would be subject to a felony 
charge. To threaten consumer owners of vehicles with felonies for 
such things, it could— even falsely stating your address could be a 
basis for a felony charge. That is actually the language in the bill. 
This is another flaw. 

Finally, I would point out that major damage would not have to 
be disclosed under this bill. If we are going to approach this prob- 
lem, if we only concern ourselves with a $20,000 car with $15,000 
worth of damage and pay no attention to a $20,000 with $14,000 
worth of damag^e, that really is missing the boat^ and it also would 
encourage fudging the 75-percent threshold to just squeeze a car 
under the disclosure requirement for salvage, so all of a sudden 
there would be no disclosure requirement at all. 

Clearly, no one would want their kids who are buying a car, 
going oft to college, to not know that they are getting a car witli 
70 percent of its value in damage. 
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We appreciate very much the recognition of this committee ad- 
dressing the problem, but we want very much to work with indus- 
try and other interested groups to work on better legislation. 

We propose, as a structural alternative, the original Federal 
odometer law approach, which is to give a separate disclosure of 
mileage on every vehicle sale. That separate disclosure is obligated 
to be given by a seller to a buyer, so you could give a separate dis- 
closure of whether the vehicle has been wrecked on every vehicle 
sale. 

That has worked for 25 years. That would not require any State 
mandate, any State cost. It is a tried and long-existing system, and 
if you simply follow the parallel of the Federal odometer statutes 
we believe you would have a system that would work. 

There would be some alterations that should be included, such 
as requiring safety inspections, but that, we believe, would be the 
answer to this problem. 

Thank you very much. 

[The prepared statement of Mr. Brown follows:] 

Prepared Statement of Bernard Brown, Consumer Federation op America 

CFA strongly opposes H.R. 1839. 

Near-unanimous opinion of industry, law enforcement, government and consumer 
groups holds that the sale of rebuilt salvage" vehicles without disclosure to unwit- 
ting consumers is a massive, thou^ well-disguised, problem, requiring federal legis- 
lation for correction. CFA believes that consensus may be found on key elements of 
such legislation, and seeks to work with all interested groups to find that consensus. 

The central salvage legislative issue is simple: any person buying a car should be 
given a clear written disclosure if that car has been n^talled" or severely wrecked, 
and such cars should not be permitted back on the hi^ways without first being 
brought up to at least minimal safety standards. The legislation that would effec- 
tively accomplish these goals is obvious: (1) amend the federal odometer statutes to 
include '^tal" and "migor^ wreck damage in the required point-of-sale disclosures 
to car buyers (including 'l)randing" the vehicle titles), and (2) prohibit the retitling 
for highway use of salvage vehicles that have not been risorously inspected (at the 
rebuilders' cost) under federal guidelines for safety and stolen parts. 

H Jl. 1839 has numerous senous defects, such as: 

(1) no requirement for actual disclosure at the time of sale to a consumer that 
a vehicle has been totalled in a wreck; 

(2) no requirement that a rebuilt salvage vehicle be inspected for safety; 

(3) preemption of existing state laws that do provide protections for consumer buy- 
ers or such rebuilt wrecks, and that provide private rights of action for consumer 
victims, 

(4) actually mandating that totalled cars over 7 model years old (often under 7 
actual years old) could not be disclosed as rebuilt salvage vehicles (unless they had 
a value before the damage of over $10,000); 

(5) defining "salvage" as damage over 80% of a vehicle's value (rather than the 
much lower thresholds in some states, the NAAG 65% suggestion, or the Tadc 
Force 75% suggestion); 

(6) no requirement of disclosure of m^jor damage that does not quite equal "total 
loss" damage; 

(7) use of "stidiers" or "decals" to indicate salvage history — a system proven to 
be almost useless^ 

(8) no private n^t of action for consumer victims of fraudulent sales; 

(9) no administrative, investigative, or ii\junctive powers given to any federal law 
enforcement agency (uoJike thelederal odometer law); 

(10) extremely limited enforcement powers given to state attorneys general; 

(11) few obligations on vehicle sellers, and most on the consumers and the states; 

(12) generally extremely poor drafting and poor concepts. 

I. INTRODUCTION AND SUMMARY OP CPA'S POSITION 

Mr. Chairman and Members of the Subcommittee: My name is Bernard E. Brown. 
I am testifying today conoeming H Jl. 1839 on behalf of the Consumer Federation 
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of America ('t^FA'O. CFA is a non-profit association of some 240 pro-consumer 
groups, with a combined membership of 50 million persons, founded in 1968 to ad- 
vance the interests of consumers throu^ advocacy and education. I am an attorn^ 
b^ profession, woricing in a three-attorney firm in private practice in Westwood, 
Kansas. Our practice has for over 12 years focused on representing consumers who 
are victims or car fraud, and in particular consumers who purchased used vehicles 
who later found out that the vehicles had previously been totalled" in wrecks, or 
had rolled-back odometers. I was interviewed by Mike Wallace in the story on CBS- 
TVs *60 Minutes* entitled Totalled" that aired in 1993, and that gave support to 
calls for federal l^slation to require disclosure of previous wreck damage in the 
sale of used cars. I have had extensive involvement in consumer advocacy over the 
years, and have woriced for years on various kinds of proposed legislation relating 
to consumers, particularly including proposed laws relatmg to "salvage" vehicles. 

CFA strongly opposes H.R. 1839, whue at the same time CFA strongly supports 
the nearly-unanimous view of industiy groups, consumer groups, the rtates' attor- 
neys general, the states' motor vehicle administrators, and federal law enforcement 
authorities that there is a pressing need for federal legislation on the subject of re- 
built wreck and salvage vehicles. CFA desires (as, we believe, do other leading 
consumer groups) to work with industiy groups, law enforcement, and motor vehicle 
administrators to attempt to draft a bill addressing this problem that is acceptable 
to all parties, and notes that representatives of a number of leading industry groups 
have shown a similar desire to work together with consumer advocates on this 
issue. However, H.R. 1839 is an astonishingly bad piece of proposed le^slation, that 
would in effect actually support the sale of more vehicles with undisclosed salvage 
damage to unwitting consumers. 

H Jl. 1839 has numerous serious defects, such as: 

(1) no requirement for actual disclosure at the time of sale to a consumer that 
a vehicle has been totalled in a wreck; 

(2) no requirement that a rebuilt salvage vehicle be inspected for safety; 

(3) preemption of existing state laws that do provide protections for consumer buy- 
ers or such rebuilt wrecks, and that provide private rights of action for consumer 
victims; 

(4) actually mandating that totalled cars over 7 model years old (often under 7 
actual years old) could not be disclosed as rebuilt salvage vehicles (unless they had 
a value before the damage of over $10,000); 

(5) defining "salvage" as damage over 80% of a vehicle's value (rather than the 
much lower threshholds in some states, the NAAG 65% suggestion, or the Task 
Force 75% suggestion), (6) no requirement of disclosure of major damage that does 
not quite eoual '^tal loss" damage; 

(7) use or "stidiers" or "decalsr to indicate salvage history — a system proven to 
be almost useless; 

(8) no private right of action for consumer victims of fraudulent sales; 

(9) no administrative, investigative, or ii\junctive powers given to any federal law 
enforcement asency (uodike the federal odometer law); 

(10) extremely limited enforcement powers given to state attorneys general; 

(11) few obligations on vehicle sellers, and most on the consumers and the states; 

(12) generally extremely poor drafting and poor concepts. 

II. LEGISLATIVE OVERVIEW OP THE PROBLEM, AND OP THE RIGHT SOLUTION 

The central salvage law issue is remarkably simple: any person buying a car 
should be given a clear written disclosure if that car has been Hotalled" or severely 
wrecked, and such cars should not be permitted back on the highways without first 
being brou^t up to at least minimal safety standards. Any legislation that would 
not efiectively accomplish these goals is obviously not adequate. The kind of legisla- 
tion that would effectively accomplish these goals is equally obvious. 

In 1972 Congress passed the federal odometer statutes, requiring written disclo- 
sures in all sales of all motor vehicles across the country as to whether the odometer 
readings on those vehicles were correct. The federal odometer statutes have 
achieved remaricable success in reducing odometer fraud, and in protecting the buy- 
ing public and honest car dealers alike from that fraud. However, it is a great anom- 
aly m those statutes that they did not also require disclosure of whether the vehi- 
cles had suffered major or total" wreck or other damage. Total" or migor wreck 
damage is obviously more important to the safety of the buying public (and to the 
financial well-being of innocent dealers and auctions handling such vehicles) than 
odometer fraud. The states currently have a remarkable patdiwoii: of wreck damage 
and salva^ disclosure and title '1i>randing" statutes, a patchworic with mafor holes 
that penmt unscrupulous rebuilders and dealers to pass huge numbers of in^rop- 
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erly-rebailt wrecks throu^ to unsuspecting consumers and dealers without disclo- 
sure. 

Since the 1986 amendments to the federal odometer law have already imposed a 
degree of uniformity in the form of state vehicle titles, the solution to this problem 
now presented to tne Conf^ress is in essence remarkably simple: (1) amend the fed- 
eral odometer statutes to include total" and "m^jor* wiredc damage in the required 
point-of-sale disclosures to car buyers (including '1i>randing" the vehide titles), and 
(2) pn^ibit the retitling for hif^way use of salvage vehicles that have not been rig- 
orously inspected (at the rebuilders' cost) under federal suidelines for safety and sto- 
len parts. The more closelv this approach is examineo, the more clearly it is re- 
vealed to be elegantly simple, fair, practical, inexpensive and effective. 

III. INDUSTRY OVERVIEW OP THE PROBLEM 

No less a personage than Michael Richardson, the head of the second-largest na- 
tionwide chain of wholesale auto auctions, has described how a vehicle he nimself 
once sold when in business as a car dealer turned out to have been a rebuilt totalled 
wreck, and how that rebuilt vehicle caused another accident resulting in at least 
one death. 

We have, in the United States, essentiallv a huge unregulated third-world manu- 
facturer of cars for use on the roads: the rebuilding industry. While some rebuUders 
maybe conscientious and capable, the industiy is rife with problems, to put it mild- 
ly. These cars populate our Highways, and transport millions of unsuspecting^ con- 
sumers. And a central feature of this problem is that most sudi consumer victims 
never know that they have been dieated, so that the magnitude of the problem is 
thorou^ly concealed. 

Expert opinions abound about the dangers inherent in the rebuilding of salvase 
vehicles, focusing on the crashworthiness of such vehicles first, and second on tEe 
potentiflJ for failures causing loss of control of the vehicles. Statistics concerning in- 
juries or deaths caused or traceable to improperly repaired salvage vehicles may not 
exist — no central database is kept by any known agency, and the victims of such 
accidents are generally unaware of sudi causes of their accidents or injuries. How- 
ever, numerous sources point to huge numbers of rebuilt salvage vehicles being put 
back on the road each vear. All sources considered, it would appear that several 
hundred thousand vehicles, conceivably as many as a million vehicles, are totalled, 
rebuilt and resold for use on the roads every year. 

Economic logic makes "salvage" rebuilds Questionable. Cars are considered to- 
talled" in general when it is not economically feasible to repair them — ^that, after 
all, is what totalled" means. So, wh^ would a totalled" car ever be rebuilt? 'Die 
answer, of course, is that somehow it is made economically feasible. And the obvious 
way to make it economically feasible is to cut comers — ^to do $3,000 in repairs to 
make a car look and seem normal, when proper structural repairs would have cost 
$10,000. 

The sophistication and expense of proper repair of wrecked vehicles has increased 
dramatically in recent years, as more crash test dummies have met their demise 
and more sophistication goes into the original manufacture of safe vehicles. How- 
ever, it would be an understatement to say that many rebuilders in backwoods 
locaks have not quite kept up with industry standards. 

In my law firm's office we have investigated literally thousands of vehicles sold 
with fraudulent representations to unsuspecting consumers. We have handled cases 
of persons suflerinff severe injuries in accidents caused by improperly rebuilt 
wrecks; we have haa experts examining large numbers of unsafe reouilt wrecks; we 
have seen documentation on tens of thousands of rebuilt totaled wrecks retitled by 
states with "clean" titles that show nothing of the cars' salvage histories. We have 
seen the worst kinds of grief, personal and financial, inflicted on people with the 
fewest resources for coping with it. 

These problems, despite some momentum for improvements in states' laws 

Srompted by the 60 Minutes piece in 1993, seem if anything to be accelerating, 
lany of the rebuilt wrecks are sold throu^ the very franchise car dealers, in the 
very comfortable suburbs, where no one would suspect they are sold. 

IV. FLAWS IN H.R. 1839, AND COMPARISONS WFTH OTHER PROPOSALS 

In general, H Jl. 1839 is in great conflict with the recommendations of both the 
Task roroe (the Motor Vehicle Titling, Registration, and Salvap Advisory Commit- 
tee, whose recommendations were endorsed bv practically all industry groups) and 
the Natk>nal Association of Attorneys General rNAAU"), not to mention the mini- 
mum requirements of consumer advocates for a bill on this issue. It would pre-empt 
many efiective state safeguards that already exist, while substituting lesser protec- 
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tions for oonsumers (for example, by exempting all vehicles over 7 model years old), 
so that consumers would suffer a migor net Toss of protection under this bill. Its 

Srovisions are drastically removed from bills offered by various legislators in the 
[ouse three years ago, and from the well-tested federal odometer statutes that 
should be used as a model. It also has numerous more technical flaws, which may 
have resulted from the effort to create an unnecessarily complex bill from whole 
cloth. 
Some of the biggest faults in H Jl. 1839 include: 

1. No point-of-sale disclosure to buying consumers or dealers — ^nothing in the biU 
requires any disclosure to the buying consumer that a vehicle is a rebuilt salvage 
vehicle (unlike the point-of-sale written disclosures under federal odometer statutes, 
and contraiy to the NAAG recommendations). 

Whether as a matter of extremely poor drafting, or as a deliberate attempt to pass 
a bad law, H.R. 1839 does (in S 33303) 'Vequire" (with no penalty provision whatso- 
ever) that a seller must give a buyer a wntten disclosure that a vehicle being sold 
is a "salvage" vehicle. But a "salva^" vehicle is one still in wrecked condition: it 
is disclosure that a vehicle is "rebuilt salvage" that matters. In other words, tnis 
bill requires a seller to disclose that a vehicle being sold is salvage so lon^ as it 
remains in unrepaired condition, but does not require any disclosure at all if it is 
a rebuilt wreck. 

Title "brands" are good; but titles (certainly the front of titles) are often never 
seen by consumers — ^tney go straight to the state motor vehicle departments, and 
then to the lenders. Effective disclosure should be the essence of any good bill on 
this issue. That means written disclosure, before the sale. 

It is ludicrous to suggest that any doorpost or window stickers would provide ef- 
fective notice to buying consumers. Apart from the obvious fact that they could eas- 
ily be removed, there is nothing to suggest that consumers would know to look for 
them. This point is shown by a question: How many members of this Committee 
know that federal odometer law requires (and has required since 1972) that if an 
odometer is repaired and replaced with an odometer that has been set to zero, a 
sticker is supposed to be put on the vehicle's doorpost? Even after 24 years the aver- 
age consumer has no knowledge whatsoever of^ that requirement for a doorpost 
sticker, and would not know to look for such a sticker. 

2. Inspection of rebuilt vehicles — stolen parts inspection is mandatory, but safety 
inspection is not — One has to read closely, but the bill reauires states to implement 
inspections of rebuilt vehicles for stolen parts before they may be retitied, but 
makes it ootional for states to implement safety inspections of the vehicles (contrary 
to the Task Force and NAAG recommendations). This amounts to permitting re- 
manufacture of vehicles within the United States with no safety standards whatso- 
ever, again an absurd result in a countiy with sudi high safety standards for origi- 
nally-manufactured vehicles. 

3. Preemption — it would expressly, and unnecessarily, preempt state disclosures 
that vehicles are salvage even when those disclosures are far more protective than 
the proposed disclosures (contrary to the NAAG recommendations and not required 
by tne Task Force recommendations). There is no reason why titles could not show 
both "federal" disclosures and separately-labeled "state" disclosures. 

Despite purported non-preemption language, H Jl. 1839 may also be construed by 
the courts to preempt even those civil claims that consumers can now bring against 
fraudulent sellers of salvage vehicles under state consumer protection statutes, 
breach of contract, fraud and other laws. HJl. 1839 only states (in $33306) that it 
does not affect state consumer actions "for violation of tnis chapter^ — at best a won- 
derfiilly strange statement, at worst a passage that would support preemption. (The 
courts would be told by litigants pushing the preemption view that there is no provi- 
sion in H.R. 1839 preserving such state remedies; that by contrast other similar stat- 
utes, like the federal odometer disclosure statutes, expressly do not preempt such 
laws; and that both criminal penalties and civil flnes are provided by H Jf. 1839, 
but no civil remedies are provided for consumer victims of^ violations of the law.) 
Such a construction would oe extraordinarily disastrous for consumers. 

4. Extremely limited definition of a "salvage** vehicle: 

• All vehicles over 7 model years old are excluded from being described as "sal- 
vaoe" vehicles. This is an extraordinaiy limitation, and contrary to the Task Force 
and NAAG recommendations: under H.R. 1839 a 7-year-old vehicle that is totalled 
cannot be disclosed as a salvage vehicle on its title. Almost all existing state salvage 
laws have no such limitation, and this limitation is absurd and extremely dangerous 
(the average age of a used vehicle offered for sale is around 7 years old, and older 
cars are more likely to have suffered safety-threatening damage at some time). 
Lower-income consumers seem to be subject to unwarranted discrimination by this 
proposal. 
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• The damage threahhold — 80% of the vehicle's value — is set far too hi^; a num- 
ber of states currently use much lower percentages (50% in Iowa, for example), and 
NAAG recommends 65%. 

The issue is really at what level a question arises as to whether it is economical^ 
dubious to attemot to repair a vehicle. If it is dubious, then sudi a vehicle that is 
nonetheless rebuilt deserves close scrutiny for safetv and stolen parts when it is re- 
built, and should be disclosed as a salvage rebuild. Any threshhold is in some senses 
arbitrary, but to eir on the side of safety the threshhold should be set on the cau- 
tious, lower, side. 

• The ''80% of value" threshhold is set by the estimated or actual cost of repairs, 
apparently whichever is lower, so that any vehicle that receives improper and cheap 
repairs in some conmmnity far from the actual wreck that are artificially lower than 
80% of value would be excluded from the definition of a "salvage" vehicle. The 
threshhold should be expressly set at whichever is areater, 

5. No provision for disclosure of major damage that is not ''scUvage'^—the bill does 
nothing to provide for disclosure that a vehicle has suffered major damase (even up 
to 79% of the value of the vehicle), contrary to the NAAG recommendations and 
common sense. By this standard a $10,000 vehicle may have suffered extreme frame 
damage and have required $7,900 to repair, but no disclosure would be reouired — 
a ridiculous result. This both keeps consumers in the dark about m^jor safety and 
value issues, and it encourages reouilders, insurance companies and others to juggle 
numbers and avoid disclosing all but the worst salvaoe venides. 

It is important to note that the exact definition of a "salvage" vehicle becomes a 
much less touchy issue if the bill reauires disclosure of "m^or damage" — all vehicles 
that have damage close to the thresnhold would at least be disclosed as having suf- 
fered m^jor damage. 

Again, any definition of "mijor damage", like any definition of "salvage" motor ve- 
hicle, would in some sense be arbitrary — some vehicles with only $1,000 in damage 
may be rendered unsafe by that damage, while others with $10,000 in damage may 
be well-repaired and safe. But that does not mean that "major damage" should not 
be defined and disclosed, any more than that we should abandon having stop sisns 
because on some occasions only one car at a time is approaching an intersection. 

6. No civil cause of action — it would not provide wronged consumers with any 
claim for restitution or damages against fraudulent sellers of wrecked or salvage ve- 
hicles (unlike the federal ooometer statutes and contrary to the Task Force and 
NAAG recommendations), and, as mentioned above, may when construed by the 
courts actually prohibit consumers from bringing any daims liiat are supported by 
existing laws, lliis is not merely an obvious wrong to ii\jured consumers. It would 
deprive the law of the clearly essential enforcement mechanism of private lawsuits. 
Our state and federal law enforcement personnel are already overburdened, and of 
necessity put higher priority on violent crime and issues like drug offenses and ter- 
rorism than they do on consumer fraud. In addition, proof of violations of laws like 
the federal odometer statutes and H.R. 1839 typically entails gathering slippery and 
complex evidence from across state lines and across lai^ distances. Without strong 
private causes of action any law on this issue will understandably go practically un- 
enforced. 

7. No administrative or significant state enforcement or injunctions — Grossly inad- 
equate provisions are made for enforcement of the statutes by state attorneys gen- 
eral, and no provisions at all are made for investiffations, ii\junctions, warrants or 
other similar administrative and civil remedies, all of which are provided in great 
detail in the federal odometer statutes (and contrary to both the Task Force and 
NAAG recommendations). 

8. No penalties for violating rules for enforcing the statutes — No provisions are 
made for penalties for violation of rules issued by the I>epartment of Transportation 
for enforcing the statutes (contraiy to the federal odometer statute provision that 
violation of the rules carries the same penalties as violation of the statutes, and in 
effect contrary to the Task Force and NAAG recommendations); in fact, the only 
penalty provisions in this bill apply often to violations of state laws that have yet 
to exist, and do not apply at all to violations of many provisions of this proposed 
federal bill. 

9. Failure to provide notice of possible criminal penalties to consumers — the bill 
provides that an owner of a vehicle that suffers "salvafle" wreck damage that is not 
covered by insurance must under laws that must be a£>pted by the states appty for 
a salvage title within 30 days or be subject to prosecution for a felony. No mecha- 
nism is suggested to ensure that such owners be made aware of their duty to app^ 
for salvage titles. (Bv contrast, existing federal odometer law has such not 
placed ri^t on the title assignments that are signed by consumers.) 
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V. CONCLUSION 



CFA, as well as numerous other consumer advocacy groups we are representing 
todajT* believe that there is a ciyinff need for federal legislation to protect consumers 
and innocent businesses against the resale of salvage and migor damage vehicles 
without disclosure of the damage and without safeguards to ensure the safety of 
such vehicles. However, H.R. 1839 would be far worse for consumers than no federal 
leffislation at all. We look forward to participating with industry, government and 
otner consumer groups in a joint effort to fashion good legislation on this issue. We 
urge the Conmss to adopt leffislation appropriately amending existing federal 
odometer law. We thank this Subcommittee Tor addressing this matter, and for Uie 
opportunity to provide this testimony. 

The Chairman. Thank you, Mr. Brown. 
Mr. Dossett, welcome. 

STATEMENT OF ILB. DOSSETT, JR., ON BEHALF OF THE 
NATIONAL AUTOMOBmE DEALERS ASSOCIATION 

Mr. Dossett. Thank you, Mr. Chairman. I am R.B. "Rudy^ 
Dossett. I am a Pontiac, Cadillac, Honda, GMC, and Mitsubisni 
dealer from Tupelo, MS. I am testif/ing on behalf of the National 
Automobile Dealers Association, which is a national trade associa- 
tion representing 20,000 franchised new car and truck dealers 
holding nearly 40,000 separate franchises. 

NADA commends Senators Lott and Ford for sponsoring S. 852, 
and the committee for addressing the problems associated with sal- 
vage and rebuilt salvage vehicles. 

As new car prices have escalated over the years, the market for 
these late model used cars has exploded. As a result, more and 
more rebuilding operations have sprung up. In some States, 70 per- 
cent of all the rebuilt salvage vehicles find their way back into 
John Q. Public's hands, and there is no indication to them that the 
vehicle has suffered substantial damaee. 

I am as nervous as you can be, but 1 would like 

The Chairman. Please, do not be, Mr. Dossett. 

Mr. Dossett. I would like everybody's card that might be inter- 
ested in a used car. [Laughter.] 

Let me relate a situation here. It seems like everybody is passine 
on stories. This happened to me personally. Don Coleman — and I 
have got his permission to use his name this morning — who is the 
president of Gumtree Fabrics, which is a company in Tupelo, MS, 
called me to send one of his secretaries down to buy a new car. 

She came down. We looked at her car. We appraised it. We gave 
her a difference of a trade, the trade difference. Naturally, she took 
it back to Don. Don called me within 20 minutes and gave me — 
I am going to clean it up— fire. He just blessed me out. He said, 
what in the world are you doing to her? 

I said, Don, I want you to go out to the car, her trade-in, open 
the door, and step up on the threshold, and look at the top of the 
car, which he did, and I said, now, Don, when you set out there, 
you are going to see a white car — about midway on the center col- 
umn you are going to see a white car in front, you are going to see 
a red car in the back. 

He said, what do you mean? I said, I mean it has been put to- 
gether. They have taken two salvage vehicles, cut the back end off 
of one, cut the front end off of the other, and they put them back 
together, and this is a rebuilder. 
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Now, let me tell you something, folks. These rebuilders, some of 
them classify to be Leonardo De Vinci. They are masters. You can- 
not hardly tell. Dealers get duped by it, too. But this voung lady 
could not trade. She was so far — ^what we call it upside aown. 

Now, Uiere are cases where the public is a little upside down — 
that means the ship is listing — and there are cases where when 
you buy a salvage vehicle that has been totaled, that has been 
wiped out, that Uie ship is not listing, it is sinking, and there is 
no way to help them. 

The migority of the States have enacted laws requiring the 
branding of significantly damaged vehicles, definitions regarding 
the level of damage and the required branding varv widely from 
State to State. States use different terms to brand vehicles sustain- 
ing essentially the same amount of damage, but others, like Mis- 
sissippi, and that is my State, allow rebuilders to fill out a short 
certification stating that the vehicle repairs did not involve the 
level of repair that would require branding, and needless to say 
there are no branded, or very few brandeof titles in the State of 
Mississippi. 

In some States, there is no title branding requirement for auto- 
mobiles that have suffered significant damage. There is a hodge 
podge of State laws, and there are unscrupulous rebuilders, as was 
mentioned earlier, that avoid the title branding, and they have 
their titles washed and cleaned up. 

Congress itself recognized this problem in the Anticar Theft Act 
of 1992, directed the Department of Transportation to create a task 
force to review the matter and develop recommendations. The advi- 
sory committee issued its report to Congress in 1994, and the com- 
mittee, that advisory committee recommended that Federal law re- 
auire any vehicle with damage exceeding 75 percent of its pre-acci- 
ent value be designated as a salvage vehicle. 

It further recommended that if tne salvage vehicle is rebuilt, a 
new rebuilt salvage vehicle title must be obtained and the vehicle 
must be inspecteaby a State official to assure that no stolen parts 
were used in the repair. 

In many respects, the salvage vehicle definition is the most criti- 
cal provision of this bill, since it triggers the application of all other 
bill provisions. 

The threshold issue, which I have heard about this morning, we 
want to know if— we, we the dealers would love to know, I would 
love to know if the vehicle has suffered substantial damage in an 
accident and has been rebuilt. 

But while a rebuilt salvage vehicle may have been properly re- 
paired, there are too many unknowns, and most dealers do not 
want to purchase these vehicles for their used car inventory be- 
cause eventually we will sell them to an unknowing — we dia not 
know. They do not know that the vehicle has been repaired, and 
then there is always the exposure of an irate consumer coming 
back with a lawyer m tow. 

The 75-percent threshold is not arbitrary. There was extensive 
debate on the Federal task force regarding the appropriate thresh- 
old. The 75-percent tJireshold was chosen, we unoerstand, because 
this level of damage constitutes the point at which insurance com- 
panies ordinarily purchase the vehicles back from their insureds. 
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So if the threshold is set at a level below the point at which in- 
surance companies would normally purchase vehicles, for example, 
60 percent, a number of cars would end up being repaired, brand- 
ed, and returned to their owners. The vehicle after oeine branded 
then would possibly come in as a potential tradein, ana it would 
suffer great depreciation, as the story that I related to you. 

The owner now has a vehicle that may be worth several thou- 
sand or hundred dollars less than the outstanding loan balance on 
the vehicle, and in the industry, as I mentioned, this is known as 
being upside down^ and while the principal goal of the legislation 
is to notify potential purchasers that a vehicle has suffered sub- 
stantial damage, it seems that some balance is needed to avoid a 
situation in which literally hundreds of thousands of car owners 
would receive their vehicles back after repair and find themselves 
in an upside down situation, and for this reason NADA supports 
the 75-percent threshold. 

As with all leepslation, it is almost impossible to structure a per- 
fect bill, especially here in Cong[ress. As with legislative proposals, 
there will be those who complain the bill is too strone, there will 
be those who complain it is not strong enough, and there will be 
those that just complain. 

But I personally have been a victim, and I think any dealer, any 
automobile dealer that trades for a used car has been a victim of 
this growing fraud, and I think we need to address the issue now. 

I trust this committee will focus on the central objective of the 
bill, which is to notify potential consumers of used cars, John Q. 
Public, that the vehicle they are considering buying has suffered 
substantial damage in an accident. In my judgment this bill will 
go far in accomplishing that objective. 

I know I am running a little long. I would just ask for 30 more 
seconds. I have not seen the red light go on yet. Is that all right, 
Mr Chairman? 

The Chairman. Mr. Dossett, we do not constrain you by red 
lidits here. 

Mr. Dossett. You are the only one that has told me that. 
[Laughter.] 

Everyone loves a parade. Ladies, I am going to clean this up be- 
cause you are here, but you know, the bands, the migorettes, the 
floats. I mean, everybody loves a parade, but when the parade is 
over there is usually one thing left, and in the South we call those 
horse biscuits. Does everyone know what I am talking about? 
[Laughter.] 

Now, you can take a horse biscuit and you can shine it, you can 

Solish it, and you can wax it, and it will shine like a new silver 
ollar, and that is what the public is buying with these salva£;e ve- 
hicles, but over time that horse biscuit is going to turn back into 
what it really was. It is just a horse biscuit. 

So I thank you. I thank the chairman. I thank all of you for the 
opportunity to testify on S. 852. 
[The prepared statement of Mr. Dossett follows:] 

Prepared Statement op R.B. Dossett, Jr.» on Behalp op the National 
Association op Auto Dealers 

Mr. Chairman and Members of the Committee: Good morning, my name is R.B. 
'lludy' Dossett, Jr. I am a Pontiac, Cadillac, Honda, CMC Truck and Mitsubishi 
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dealer from Tupelo, Mississippi. I am testifying on behalf of the National Auto- 
mobile Dealers Association (NADA) which is a national trade association represent- 
ing 20,000 franchised new car and truck dealers holding nearly 40,000 separate 
franchises. The primary business of NADA members is the retail sale of new and 
used motor vehicles, both forei^ and domestically produced. Franchised new-car 
dealers sold approximately 19 million used vehicles in 1996. On behalf of our mem- 
bership, I would like to thank you for the opportunity to testi^ today on S. 862, 
The National Motor Vehicle Safety, Anti-theft, Title Reform ana Consumer Protec- 
tion Act of 1997." 

NADA commends Senators Lott (R-MS) and Ford (D-KY) for initiatins the pro- 
posal and the Committee for addressing the problems associated with sfuvage and 
rebuilt salvage vehicles. As new car prices have escalated over the years, the market 
for late model used cars has expanded dramatically. As a result, more and more re- 
building operations have been springing up across the nation to profit from the in- 
creased demand for used cars, m some states, as many as 70 percent of all rebuilt 
salvage vehicles find their way into used car commerce without any indication to 
the buyer that the vehicle has sufTered substantial damage in an accident. The prac- 
tice of selling rebuilt vehicles as undamaged used cars is estimated to cost consum- 
ers over $4 oillion annually. Dealers, as well as consumers, are often the unwitting 
purchasers of these rebuilt salvage vehicles. 

Dealers often purchase used vehicles from their customers as trade-ins and from 
auctions and sell them to used car consumers. If a customer discovers that the used 
car he or she purchased has been rebuilt and returns the vehicle, the dealer must 
either tcJce the vehicle back and refund the purchase price or risk incurring a law- 
suit that he would likely lose. Juries cenerally view dealers as experts that should 
recognize that a car has been rebuilt. However, because of the large volume of used 
car transactions and the difficulty, in many cases, of determining that a car has 
been rebuilt, dealers, as well as consumers, are fremiently duped by unknowing^ 
buying rebuilt salvage vehicles. As pointed out by William Brauch, Assistant Attor- 
ney General of Iowa, in his September 12, 1996 Committee testimony in the House, 
'It may sound astounding, but with current technolo^, it is extremely difRcult for 
a consumer or the consumer's auto technician to notice a good weld-job, unless the 
seller has notified the consumer of the damage." 

While the majority of states have enacted laws requiring the branding of signifi- 
cantly damaged, venicles, definitions regarding the level of damage tnat require 
branoing vary widely from state to state. Stat^ use difTerent terms to brand vehi- 
cles sustaining essentially the same damage, and others, like Mississippi, allow re- 
builders to fill out a short certification stating that the vehicle repairs did not in- 
volve the level of repair that would require branding. Needless to say, there are al- 
most no branded titles in the state of Mississippi. In some states, there is no title 
branding requirement for automobiles that have suffered significant damage. With 
this ho<&epodge of state laws, it is a simple task for unscrupulous rebuiloers and 
other sellers to avoid title branding or to "wash" titles that have been branded. 

Congress recognized this problem and in the "Anti-Car Theft Act of 1992" directed 
the Department of Transportation to create a task force to review the matter and 
develop recommendations. The Advisory Committee issued its report to Congress 
February of 1994. It concluded the lad( of uniform requirements disclosing that a 
vehicle nad been damaged and rebuilt creates an environment for fraud and finan- 
cial loss to consumers and found without uniformitv ". . . titling problems and loop- 
holes cannot be corrected." NADA agrees that uniformity among states is an abso- 
lute necessity for an effective disclosure program. The only realistic way to accom- 
plish uniformity is through federal legislation that establishes, for all states, uni- 
form definitions and procedures for determining proper title designations for signifi- 
cantly damaged vehicles. 

The Advisoiy Committee recommended that federal law require any vehicle with 
damage exceeding 75 percent of its pre-accident value be desi^ated a "salvage vehi- 
cle." n further recommended that ir a salvage vehicle is rebuilt, a new "rebuilt sal- 
vage vehicle" title must be obtained and the vehicle must be inspected by a state 
ofncial to assure that stolen parts were not used in the repair. 

In many respects the "salvage vehicle" definition is the most critical provision in 
the bill, since it trig^rs the application of all other bill provisions. Recognizing this, 
the Advisory Committee extensively debated the views of different groups on the 
proper and appropriate threshold. The insurance industry aiigued for a hi^^er 
threshold of damage. The National Association of Attorneys General, on the other 
hand, adopted a resolution that called for a 65 percent threshold. The Advisory 
Committee agreed on a 75 percent figure. 

Hie threshold issue is important to dealers. We want to know if a vehicle has suf- 
fered substantial damage in an accident and has been rebuilt. While a rebuilt sal- 



Digitized by 



Google 



24 

vage vehicle may have been properly repaired, there are too many unknowns and 
most dealers dont want to purchase these vehicles for their used car inventories. 
However, there are other important considerations to the general public. The 76 per- 
cent threshold is not arbitrary. There was extensive debate in the federal task force 
regarding an appropriate threshold. The 75 percent threshold was diosen, we under- 
stand, because this level of dama^ constitutes the point at which insurance compa- 
nies ordinarily purchase the vehicle from the owner rather than repair it. 'Riere is 
an important policv consideration involved in the threshold decision, if the threshold 
is set at a level below the point at whidi insurance companies would normally pur- 
chase the vehicle (for example, 60 percent), a number of cars would be repaired, 
branded, and returned to the owner. The vehicle, after being branded, is substan- 
tially depredated. The owner now has a vehicle that may be worth less than the 
outstanding loan balance on the vehicle. In the industiy, this is known as being 'Hip- 
side-down. While the principal goal of the legislation is to notify potential pur- 
chasers that a vehicle has sunered substantial damage, it seems that some balance 
is needed to avoid the situation in which literally hundreds of thousands of car own- 
ers would receive their vehicles back after repair and find themselves *upside- 
down." For this reason, NADA supports the 75 percent threshold. 

I believe it is important to address one additional matter. The Advisoiy Commit- 
tee recommended that federal legislation mandate that each state establish a safety 
inspection program which eveiy rebuilt salvage vehicle would be required to pass 
before it could oe titled. This is an admirable recommendation since the competence 
and skill of the rebuilder is usually unknown. However, after a number of members 
and staff expressed concern that this requirement created a new federally mandated 
expense to states, NADA and others structured an alternative that would put the 
consumer on notice that the safety of the vehicle has not been determined, pursuant 
to national criteria. This would be accomplished by reouiring the placement of a per- 
manent decal on the door jamb stating that the vehicle has not passed an approved 
safety inspection. The same notification would appear on the title. 

Certainly, NADA would prefer that all rebuilt salvage vehicles be inspected for 
safety. However, it is our judgement that if the inclusion of this requirement would 
jeopardize passage of the bill, we will be miles ahead in protecting the consumer 
with the alternative to inspections rather than no bill at all. Currently, the 
consumer is not only unaware that the vehicle was not inspected for safety, but in 
manv cases he does not even know that the car has sustained substantial damage 
and nas been rebuilt. S. 852 requires notification to prospective consumers that the 
car has been salvaged and rebuilt but not inspected for safety. With this information 
the consumer can ask to have the car inspected or simply walk away from it know- 
ing that it may present a safety risk. In a perfect world inspections would be 
NADA's preference, but we would encourage Congress not to deny consumers the 
many protections included in the bill if the inspection mandate cannot be resolved. 

As with all legislation, it is almost impossible to structure a "perfect" bill. As with 
most legislative proposals, there will be those who complain that the bill is not 
strong enough, while others will complain of hardship. I have personally been a vic- 
tim of this growing fraud and we need to address the issue now. I trust that the 
Committee will focus on the central objective of the bill which is to notify potentifd 
consumers of used cars that a vehicle they are considering has suffered substantial 
damage in an accident. In my judgement, this bill will go far in accomplishing that 
objective. 

Mr. Chairman, I want to thank you once again for the opportunity to testify on 
S. 852. 

The Chairman. Thank you very much, Mr. Dossett. I am glad to 
see that your nervousness disappeared. [Laughter.] 

I want to point out, while it is our custom on this committee to 
make everyone feel welcome, people may not speak as long as they 
want to because sometimes we have Senators who testify. [Laugh- 
ter.] 

We do, however, really want to have as complete a statement as 
possible before the committee. We are aware here, and hope you 
are as well, that everyone has come from some distance away. 
Therefore, I think you have the right to be heard, and accordingly, 
we appreciate your being here. 

Mr. Dossett. Thank you. 

The Chairman. Ms. Echols, welcome. 
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STATEMENT OF PEG ECHOLS, STATE FARM INSURANCE CO. 

Ms. Echols. Thank you. My name is Peg Echols. I am happy to 
be here on behalf of State Farm. Up until a couple of months ago 
I lived here. I was Director of Federal Affairs, and this is one issue 
that I am eoing to hold on to, hopefully not too lone, because 
maybe it will pass with some speed here. Not that I would not like 
a good excuse to come back to tnis fine town. 

I guess the first thing I should just clarify so you know why I 
have been probably the one chosen here from the insurance indus- 
try, is we are the country's largest automobile insurer, insuring 
more than 36 million cars in this country. 

We very much are in support of the objectives of this national ti- 
tling legislation, and we support for some of the reasons that have 
already been cited, the goals of controlling auto theft, providing 
more information to consumers. 

The fraudulent practices of the unscrupulous rebuilders we hope 
will be minimized by this legislation, and obviously State Farm is 
very committed to safety objectives. Not only do we want these cars 
to be rebuilt, but we want to make sure our policyholders Uiat are 
driving them, they stay safe, and we are not rebuilding them in the 
future, and so we are very much committed to the safety goals of 
the legislation. 

We supported FACTA, and we also served on the Salvage Advi- 
sory Committee, so we do have a history of participating in the sal- 
vage issue. 

The one issue that we have not talked much about this morning 
is reducing auto theft, and I guess I want to give a little better per- 
spective for you on how this bill can improve our current situation 
in which auto theft is causing auto premiums to escalate. 

Although there have been a lot of efforts in the past, and some 
of those costs are comine; under control, we still have a long way 
to go in reducing auto tneft, and that problem is known as VIN- 
switchine. 

Basically what an auto thief can do is purchase a salvage vehicle 
and take that vehicle, if it has really no value, other than it has 
a VIN number assigned to it, a vehicle identification number, it can 
take that VIN number then and put it on a vehicle they have sto- 
len of the same make or model, and suddenly they can sell that ve- 
hicle, and no one has ever eot evidence that that was once a stolen 
vehicle, so that is a very aifficult problem to get under control if 
you do not have national standards. 

As long as there is one State that does not do that kind of check 
on salvage registration there is Cooing to be that opportunity for a 
thief to get a stolen vehicle retitled. So that is a primary objective 
for the insurance industry as we look at this bill. We want to make 
sure that what we do really does bring about reduction in auto 
theft. 

Having said all that, there are a couple of areas in this bill that 
we would like to see some improvement, the first being the defini- 
tion of salvage. 

I should start by sayine what our general practice is today, and 
this definition, altnou^ there are beneficiaries as to how we define 
it, obviously, it really has more impact on the insurance industry, 
because we are really the ones that are being asked to help admin- 
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ister this titling effort, so it is very important that we get this defi- 
nition ri|^t from our perspective. 

Today what we do is we just make a determination, and our pol- 
icy contract gives us this right, to either repair a person's vehicle 
or to buy it trom them, and it is an economic decision on our part. 

If it is going to cost more to repair, then we would buy it back 
from them, and how we view that in terms of where that economic 
break is, we know that it is going to cost us X amount to repair, 
and it is going to cost us Y amount if we have to buy it from them, 
and the Sfference in that price, we will get some money back for 
that salvage car, if we buy it, when the salvage pools auction it off 
for us, so that difference in price is important to us, and it will 
vary car by car. Some cars bring us better salvage returns than 
others. 

So under today's standards, we have some flexibility. If we have 
a policyholder who perhaps is upside down on his financing, who 
really wants his car back, because if we buy it from him he still 
owes the bank, so he still has got payments to make, but he has 
no transportation, and we want to help our policyholder out, be- 
cause if we cannot help him out, it is us he is mad at. He is not 
mad at the legislation or Congress, or his car dealer. He is mad at 
us. So it is important for us, we believe, to have some flexibility 
in dealing with our customers. 

On the other hand, there may be a car that is only damaged to 
60 or 65 percent, but our customer feels that that car is never 
going to be the same again, and they ask us to buy it from them 
so they can go buy a new car, and in that case we may say, well, 
you know, really, that is a good car. It is going to bring in greater 
salvage returns. We can do tnat for you ana take care of you. 

So we would much prefer to have this flexible relationship. How- 
ever, we have been in this debate long enough to know there are 
those who feel that they cannot administer a national program 
with that kind of subjectivity being involved in the system, so we 
have been talking more about percentage-based definitions. 

Our perspective is, if we are going to go to percentage-based defi- 
nitions, maJce sure that the percentage is the right one so that we 
do not end up having to total more cars than we would, and if we 
have to do that, then there are going to be costs associated with 
it that obviously get passed down to our policyholders as well as 
these other ramifications of dealing with our customers. 

Because our salvage returns today are about 20 percent, we 
think the right trigger is 80 percent. Seventy-five percent seems to 
be the number that we have been working around mostly lately, 
but those that were on the Salvage Advisory Committee, where 
that number first came about, kind of admit uiat just seemed like 
the right number. Nobody ever put a formula to it. It just seemed 
like the right number. 

And we are saying that although in many instances we will total 
a vehicle at 75 percent, we think the right number is 80 percent, 
and anything less than that is going to bring about additional cost 
for our policyholders, so in that regard we urge you to amend the 
bill and make it consistent with H.R. 1839 in the House with the 
80 percent definition. 
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Also, one issue we have not talked about much today that is in 
this legpislation is the meaning of a flood vehicle. The definition 
that is in the current Senate bill would have any vehicle in which 
the water has risen over the door sill into the passenger and trunk 
compartments would have that vehicle branded as a flood vehicle, 
and we feel that that is iust not enough investigation to determine 
whether a vehicle should really carry that title brand for the rest 
of its life. 

There is a lot more that goes into determining when a vehicle is 
a flood vehicle. For instance, die type of water. If it is salt water 
it is going to be highly corrosive, and we are going to have more 
problems with that vehicle and more likely to total it. It should 
probably become a flood vehicle. 

How deep the water was, how long the vehicle sat in the water, 
and how much time lapsed since the vehicle was removed from the 
water, what remedial steps were taken and when, those are all 
things that our estimators are trained to investigate, and we think 
that they do a good job. We have never heard any criticisms that 
we are not properly recognizing these flood vehicles. 

So we would ask that the definition be amended such that it 
really focuses more on electrical damage, or if an insurance com- 
pany investi^tes and inspects the vehicle and there is no evidence 
of any electrical damage or likelihood of that kind of corrosion tak- 
ing place, then we think that vehicle ought to be cleaned up, dried 
out, put back on the road without this flood vehicle brand. 

So that is something that is important to our industry, and I 
think it will be important to consumers, too, because we certainly 
do not want vehicles that iust got wet, and they need to be dried 
and cleaned up, to now suffer (uminished value oecause they were 
branded as flood. 

My last point would be, we would really like to see the Federal 
legislation take hold in the States, meaning that these Federal 
standards actually become enacted in every State, because like I 
said, if you have one State that does not play by the rules, you are 
still going to have problems with the unscrupulous builders and 
thieves, and in that regard we would also like to see some uniform- 
ity, maybe not in the way safety inspections are carried out, but 
we would like to see every State have safety inspections for rebuilt 
salvage vehicles. 

Recognizing that the cost is probably going to get passed down 
to us some way, we still think it is very important for our policy- 
holders, and we would uree the committee to do what they can in 
the context of this legislation to ensure safety inspections are 
passed in the States. 

Thank you. 

[The prepared statement of Ms. Echols follows:] 

Prepared Statement of Peg Echols, State Farm Insurance Co. 

SUMMARY 

State Farm is the nation's largest automobile insurer, insuring more than 36 mil- 
lion automobiles in the United States. In order to help combat auto theft. State 
Farm strontfly supports legislation to achieve uniformity in motor vehicle titling 
standards. However, we beneve it is important that such legislation does not unnec- 
essarily interfere with insurers' auto damage claim practices or increase the cost of 
auto insurance. 
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The definition of "salvage vehicle" contained in S. 852 would force insurance com- 
panies to repair fewer vehicles and to declare more vehicles a ^ial loss* than they 
currently do, which would, in turn, adversely affect insurance policyholders and oth- 
ers. Current gross salvage returns indicate that the average salvage value of a vehi- 
cle is slightly less than 20 percent of the vehicle's pre-accident retail value. Accord- 
ingly, if salvage vehicle" is to be defined by a salvage 'trigger^ set at a certain re- 
pair-cost percentage of pre-acddent vehicle value, the most appropriate trigger is 80 
percent. S. 852, however, prescribes a salvage trigger of 75 percent. We urge that 
this trigger be raised to 80 percent, which would be consistent with the parallel 
House lesislation, H Jl. 1839. 

State Farm supports the definition of "nonrepairable vehicle" in S. 852. The bill's 
definition of this term is consistent with the deunitions used in other related legisla- 
tion and in a migority of the states that define "nonrepairable" or '^unk" vdfiicle. 
We strongly oppose any percentage-based definition of this term. 

State Farm supports a requirement for branding the titles of "flood vehicles," but 
we do not believe that S. 852 appropriately defines "flood vehicle." An appropriate 
definition should reflect consideration of an insurer^s inspection and repair of water- 
damaged vehicles and should exempt vehicles that have not sustained damage to 
the efectrical components of the vehicle. The "flood vehicle" definition in S. 852 is 
overbroad. We therefore urge the Committee to amend that aspect of the bill. 

Finally, State Farm believes states should be strongW encouraged to adopt feder- 
ally prescribed auto titling standards and to require safety inspections for all rebuilt 
salvage motor vehicles. 

INTRODUCTION 

I am Peg Echols, Counsel for the State Farm Insurance Companies. We thank you 
for the opportunity to appear before you on an issue of extreme importance to us 



and the motoring public. 
State Farm is tne i 



! nation's laivest automobile insurer, insuring more than 36 mil- 
lion automobiles in the United States. State Farm strongly supports the objectives 
of S. 852, the National Motor Vehicle Safety, Anti-thea, Title Reform, and 
Consumer Protection Act of 1997, to deter auto theft, provide consumers with more 
information regarding salvage vehicles, prevent fraud, and reduce the number of ac- 
cidents caused oy unsafe vemcles. 

/. Auto Theft and Insurance Fraud Continue To Be Serious Problems 

Auto theft continues to be a major problem in the United States. Among other 
things, auto theft significantly drives up the cost of automobile insurance. State 
Farm is committed to pursuing legislation at both the state and federal levels that 
will reduce auto insurance claims costs and thereby keep insurance affordable. We 
supported enactment of the federal Anti Car Theft Act of 1992, the 



^CTA'', ana served on Uie Motor Vdiicle Titling, Registration, and Salvage Advi- 
soiy Committee established pursuant to the FACTA. We also have been among the 
leading advocates of various federal, state and local programs to improve auto and 
hii^way safety and to reduce auto insurance fraud and auto theft. We are a prin- 
cipal contributor to the National Insurance Crime Bureau and were very active in 
its predecessor organizations. We believe that a nationwide, coordinated motor vehi- 
cle titling system is an important step toward reducing auto theft. 

By establishing a national titling system, S. 852 would very siniificantly reduce 
instances of consumer fraud involving title "washing" and auto theft involving *VIN- 
switching." In n^ testimony today, i will address several key aspects of S. 852 that 
are key to ensuring that the legislation serves these purposes witnout creating inap- 
propriate burdens on insurers and their policyholders. 

//. The "Salvage Vehicle" Definition 

One of the primary goals of national auto titling legislation is to deter motor vehi- 
cle theft and fraud and other criminal activities by establishing uniform require- 
ments for title branding of vehicles that sustain significant dama^. The current 
Sips in our state motor vehicle titling laws enable car thieves to retitle stolen vehi- 
es by substituting the Vehicle Identification Number— the *VIN"— of a stolen vehi- 
cle with the VIN of a salvage vehicle of the same make and model. In order to solve 
this problem, there must be uniformity across all states in the titling of salvage ve- 
hicles. 

The critical first step in this direction is to establish national standards for when 
a vehicle is considered a "salvaoe vehicle." This term must be carefully designed to 
avoid the unintended result of forcing insurance companies to repair fewer vehicles 
or to declare more vehicles a '^tal loss* than they do under current practice. Such 
a result would have a significant adverse effect on insurance polic^olders and oth- 
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era. Aooordingly, Congress should adopt a ''salvage vehicle" definition that is consist- 
ent with current insurance industry practices and minimizes intrusion on the states' 
jurisdiction to regulate insurance. 

The seneral practice of the insurance industiy is to deem a vehicle a 'iAtal loss" 
when tne cost to repair the vehicle plus its fair salvage value (the revenue that can 
be expected from the sale of the damaged vehicle) exceeds the vehicle's fair maricet 
vahie. This standard provides insurers with the flexibUity necessary to satisfy pol- 
icyholdera and to consider factora other than the cost of repairing the vehicle in de- 
termining whether it makes economic sense to undertake sudi repair. The vast ma- 
jority of states that have salvage titling laws have adopted standards that enable 
insurera to maintain this practice. 

Tli^ insurance industiys current practice in determining whether a vehicle is a 
total loss is appropriate and fair to consumers. Nevertheless, in considering a legis- 
lative deHnition of "salvage vehicle," some have advocated a more rijnd standard 
under which a damaged vehicle is deemed to be a "salvage vehicle" u the cost to 
repair it exceeds a specified percentage of the vehicle's retail value. State Farm 
strongly believes that the goals of S. 852 could be achieved without requiring the 
changes to insurers' current claim practices that would result from such a more 
rigid deHnition. However, recognizing that othera perceive benefits from a percent- 
age-based approach, we emphasize uiat, if a percentage-based definition is to be 
adopted, the percentage specified should reflect insurance industry practices and not 
increase costs for our policyholdera. 

Current ffross salvage returns indicate that the average salvage value of a vehicle 
is slii^tly less than 20 percent of the vehicle's retail value. Accordingly, the most 
appropriate percentage-based definition of "salvage vehicle* is one that sets the sal- 
vase ^gger* at a repair cost exceeding 80 percent of the vehicle's pre-accident re- 
tail value. S. 852, however, currently defines "salvage vehicle" by reference to a 75 
percent salvage trigger. We and othera in the insurance industry believe that a 75 
percent trigger would adversely affect our policyholdera, and we therefore urge the 
Committee to raise the trigger to 80 percent. We note that the parallel House legis- 
lation. Hit. 1839, reporteoby the House Commerce Committee in July, contains an 
80 percent trigger. 

In addition, the "salvage vehicle" definition must exclude earlier model year vehi- 
cles and lower value vehicles for which even verv minimal repair costs could easily 
exceed the salvase "trig^gei^ percentage. While S. 852 provides such age and value 
limitations, the legislation snould be clarified so that these limitations unambig- 
uously apply to insurer-owned vehicles. 

It is critical to recognize the likely adverse conseauences of adopting a percentage- 
based "salvage vehicle" definition that sets the salvage trigger any lower than 80 
percent. A few examples may help underscore this point. At a trigger below 80 per- 
cent: 

• Insurera will suffer economic loss related to claim settlements on many vehicles, 
which will, in turn, increase insurance premiums for consumera. Increased salvage 
returns will not offset this cost 

• Insurance companies will be forced to "total" vehicles that they otherwise would 
have repaired to safe operating condition and the satisfaction of policyholdera and 
claimants. This will have the perverse result of leaving many vehicle ownera whose 
automobile loans are "upside aown" — ^the outstanding oalanoe of the loan is greater 
than the pre-accident vtuue of the vehicle — with a vehicle loan, but no vehicle. Con- 
sumera should not be put in this position. 

• Auto repair shops will lose business and will likely raise their prices to com- 
pensate for the lost revenue. Such price increases would adveraely afreet insurance 
premiums for auto physical damage coverage. 

For all these reasons. State Farm believes that, if a percentage-based "salvage ve- 
hicle" definition is to be adopted, the prescribed salvage "trigger^ should be no less 
than 80 percent. We strongly urge the Committee to amend the "salvage vehicle" 
definition in S. 852 to incorporate the more appropriate 80 percent figure, consistent 
with the House legislation. 

///. The "Nonrepairahle Vehicle" Definition 

State Farm supports the definition of "nonrepairable vehicle" contained in S. 852. 
This definition is substantially the same as the definitions used in the FACTA, the 
Uniform Vehicle Code, and a ma^rity of the states that defme "nonrepairable" or 

3unk" vehicle. Further, the defimtion in S. 852 is consistent with the reoommenda- 
on of the Motor Vehicle Titling, Registration and Salvage Advisory Committee. 
Despite the substantial consensus on this definition, we underatand that there are 
some advocates of a different definition — specifically, a percental-based defmition. 
We strongjy oppose such an alternative, which is not necessary either to deter theft 
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or to protect oonsumera. To the contrary, audi a definition would work to the det- 
riment of consumers. 

Those who advocate a peroentaffe-hased "nonrepairable vehicle" definition gen- 
erally daim that vehicles that are cutmased to a spedfic peroentafle (e^., 90 percent) 
of their pre-acddent value cannot be safelv repaired. However, the vast migority of 
damaged vehicles can be repaired to provide safe and affordable transportation, and 
State Tarm supports nationwide safety inspections to ensure this. In fact, vehicles 
aro irequentW damaged to a hi^ peroentaffe of their pro-acddent value without 
having signincant structural or safety-rolatea damage. Ir such vehicles wero barred 
from use, which they would be under a strict peroentage-based "nonropairable vehi- 
cle" definition, many consumers would be deprived of what for them is the only via- 
ble source of transportation. 

If robuilders cannot buv and repair damaged cars, insurers will recover less for 
damaged cars to offset claims payments. Insurance premiums will increase, obvi- 
ously to the detriment of consumers. In fact, conservative preliminary estimates in- 
dicate that insurers would lose more than $200 million annually from a strict, per- 
centage-based '^onrepairable vehicle" definition. 

Given these facts, there simpW is no reason to think that a strict, percentage- 
based '^onrepairable vehicle" definition will benefit consumers. 

/v. The "Flood Vehicle" Definition 

Another key element of S. 852 is its treatment of so^alled "flood vehicles." The 
mere fact that water has entered a vehicle to a certain height should not cause the 
vehicle to be deemed a "flood vehicle". Flood damage analvsis requires much more 
investigation than simply ascertaining whether water had. risen over the door sill 
and into the passenger or trunk compartment, which are the determining factors 
in S. 852's current definition of "flood vehicle". When analyzing flood damage, insur- 
ance estimators are trained to inquire about and make conclusions based upon the 
type of flood water (salt or fresh), how deep the water was, how long the vehicle 
was exposed, how much time lapsed since the vehicle was removed from the flood 
scene, what remedial steps were taken, and how soon those steps were taken. Some 
evidence of water dama^^ is easily and immediately identiflable, while other effects, 
such as corroded electrical components, may take months before being noticed. A 
proper investigation and inspection will determine whether a vehicle can be re- 

g aired or whether additional corrosion will create future problems rendering the ve- 
icle a total loss. 

Since no two flood vehicles are the same. State Farm urges the Committee to 
amend the broad deflnition of "flood vehicle* in S. 852 to exclude those water-dam- 
aged vehicles that have been inspected and repaired by an insurer, auto repairer, 
or auto dealer or have otherwise oeen found to have no evidence of corrosion dam- 
age to electrical components. Failure to exempt these vehicles, in which the damase 
may have been so minor as to simplv require cleaning and drying carpeting, wul 
result in unnecessarily diminishing the value of many vehicles by branding them 
as "flood vehicles." 

V, Elimination (^Inconsistent State Standards 

The importance of uniformity in titling standards nationwide cannot be overesti- 
mated. Absent such uniformity, unscrupulous sellers will continue to move from 
state to state to dioose the best forum to procure a title for a stolen or rebuilt vehi- 
cle — precisely what national titling legislation is designed to prevent. For this rea- 
son, state Farm supports effective federal incentives Tor states to adopt the stand- 
ards prescribed in S. 852. 

V7. Mandatory State Safety Inspections 

Finally, State Farm urges the Committee to consider incentives for the states to 
mandate safetv inspections for all rebuilt salvage vehicles. Some but not all of the 
states currently require such inspections. If a vehicle can simply be transported 
across state lines to a jurisdiction where a safety inspection is not required, there 
is little hope of ensuring nationwide consumer protection from the potential risks 
assodated with operating rebuilt salvage vehicles. Accordingly, State Farm encour- 
ages the Committee to incorporate in S. 852 strong incentives for all of the states 
to adopt rebuUt salvage vehicle safety inspection mandates. 

CONCLUSION 

In summary, State Farm endorses S. 852 as an important step toward deterring 
auto theft and otherwise protecting the motoring public. We are hopeful that this 
hearing will lead to enactment of the legislation with the changes we have sug- 
gested. We intend to make every effort to help adiieve that result. We thank the 
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Committee for affording us this opportunity to express our views, and we look for- 
ward to working with you further. 

The Chairman. Thank you, Ms. Echols, and welcome back. 
Ms. McAllister. 

STATEMENT OF MARCIA MCALLISTER, ON BEHALF OF THE 
AMERICAN SALVAGE POOL ASSOCIATION 

Ms. McAluster. Good morning. I represent the American Sal- 
vage Pool Association. Salvage pools sell damaged vehicles for the 
insurance industry, and the proceeds of those sales go to offset the 
claims that the insurers have paid and help to hold down auto in- 
surance premiums. 

I have so many comments and responses to the testimony of Mr. 
Branch and Mr. Brown that I have decided to bypass the initial re- 
marks I was fiK)ing to make and just add some comments that may 
be helpful to the committee. 

First of all, on the comment that Mr. Branch made about the 
$10,000 value part of the salvage definition, what that does, it says 
that if a vehicle is older than the 7 model years but still has re- 
tained substantial value, then it comes into the salvage definition, 
and the reason for that is that most cars when they have reached 
over 7 vears old have very insignificant value, and if you were to 
apply the 75 percent, or 80 percent as Pes Echols just testified, to 
that low value you would be branding these vehicles as salvage 
based on very mmimal damage. 

But, if a vehicle such as a Mercedes has retained significant 
value, then the 75 percent continues to impart meaningful informa- 
tion to consumers. 

With respect to the comment that there is no point of sale disclo- 
sure of rebuilt salvage status, this bill already has three ways in 
which consumers can learn about the rebuilt salvage status of the 
vehicle. 

First, there is the title brand. Maybe the title is not there at the 
time of transfer, so there are two marks on the car itself under this 
bill: the door jamb decal, which was added by the Federal advisoiy 
committee in their recommendations because it is a project that 
Idaho has instituted and found effective, but, in addition to that, 
there is a windshield sticker, which is the way the Federal law al- 
ready imparts a great deal of information on used cars to consum- 
ers, so there are really three disclosures in this bill. 

With respect to preemption, the preemption section of the bill 
only preempts those State laws which are inconsistent with the 
provisions of this Federal law. It also allows other disclosures. 

So, for example, with respect to Mr. Brown's comment on older 
vehicles that are damaged, such as the one in the picture, if a State 
decides that it is important that older vehicles have some kind of 
title disclosure, decal, window stickers, whatever, it is free to do 
that. 

It just cannot use the salvage and rebuilt salvage lancniage, be- 
cause the goal of this whole legislation is to have there De a com- 
mon set of terms so tliat eveiy State, every motor vehicle adminis- 
trator, every consumer, every law enforcement person, eveiy deal- 
er, can come to know the meaning of those words. 
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And last in this little recap, with respect to costs to the States, 
there are two provisions, two things you should know, and that is, 
first of all the bill envisions fairly lengthy phase-ins so that States 
are allowed to work it in a way that will not cost them a lot of 
money. 

The other thing you should know is that the motor vehicle ad- 
ministrators, through their association and individually, have been 
veiy supportive of Uiis Federal effort for many years, so they seem 
to think tiiat the benefits of the bill to them will outweigh any 
costs. 

Now, back to my prepared remarks. I would like to bring up a 
topic that has not really been discussed yet today, and that is the 
definition of nonrepairable. This is a very important definition to 
us, nonrepairable vehicle. 

Senate 852 contains the definition already in Federal law as part 
of the Anticar Theft Act, and the definition that was recommended 
by the advisoiy committee. 

The definition is also contained in the Uniform Vehicle Code, and 
is the definition most commonly used by States which have non- 
repairable definitions. 

The definition, simply stated, is that if a vehicle is incapable of 
safe operation on the roads and highways and has a value only as 
a source of parts or scrap, then it is a nonrepairable vehicle. A non- 
repairable designation is a death sentence for a car. That means 
it cannot be repaired and put back on die road. 

This nonrepairable definition has been so widely accepted be- 
cause it makes practical sense. The vast majority of damaged cars 
can be repaired to provide safe and affordable transportation. 
ASPA supports Senate 852's definition of nonrepairable. 

You may have heard from others that there is a need for a dif- 
ferent, extremely restrictive percentage-based definition of non- 
repairable vehicle. One of the groups that has been proposing this 
is the automotive recyclers. 

To put this in context, there are two tvpes of buyers for damaged 
vehicles. First, those who would rebuild them or repair them, and 
second, those who would dismantle them for their parts. The auto- 
motive recyclers are dismantlers, and they have proposed that a 
car should be barred from being repaired if its repair cost is 90 per- 
cent of its pre-accident value. 

Such a definition would, in practice, make many damaged cars 
useful only to dismantlers, and due to the resulting reduced com- 
petition, triey would be able to buy their inventory more cheaply. 

Unfortunately, this bargain for dismantlers comes at the expense 
of insurers and all of us as their customers and policyholders. It 
has been estimated that the cost of such a percentage-based defini- 
tion to insurers would be between $200 and $400 million a year. 

In considering any proposal that Congress deviate from the read- 
ily accepted definition of nonrepairable contained in Senate 852, I 
ask you to consider four points. 

First, only five States have such percentage-based definitions. 
Forty-five do not. 

Second, a percentage-based definition of nonrepairable would kill 
many vehicles which can be safely repaired. 
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Many accidents result in several thousands of dollars of damage, 
and much of this is not safety or structurallv related. In fact, over 
half of the average repair cost of a vehicle relates to things like cos- 
metic repairs, paint, materials and labor, taxes, and the like. To 
deem vehicles nonrepairable based on this kind of damage would 
deprive consumers of affordable sources of transportation. 

Third, with respect to any real safety considerations, statistics 
show that less than 1 percent, tsrpically, of accidents are attrib- 
utable to defective vehicles. Barely an^ of these are rebuilt salvage 
vehicles, and the typical defective vehicle is defective in that it has 
bad tires, brakes, or lights, things commonly found on nondamaged 
cars. 

And fourth, the automotive recyclers have stated that a percent- 
age-based definition of nonrepairable is necessary in order to deter 
auto tiieft. The statistics contradict this. Of the five States which 
have percentage-based nonrepairable definitions, all of them have 
done worse Uian the Nation as a whole in reducing auto theft and, 
in fact, in four of the five cases, since enacting the percentage- 
based definitions, auto theft actually increased when the Nation as 
a whole was experiencing decreases in auto theft. 

The efforts to craft appropriate Federal legislation have contin- 
ued even since the introduction of Senate 852. The results of tiiis 
continuing work is in many ways embodied in the companion in the 
House to this bill, H.R. 1839, and we would welcome the oppor- 
tunity to work with the committee to incorporate some of those en- 
hancements into Senate 852. 

Thank you for your time. 

[The prepared statement of Ms. McAllister follows:] 

Prepared Statement op Marcia McAluster, on Behalf op the American 
Salvage Pool Association 

SUMMARY 

The American Salvage Pool Association represents over 200 salva^ pools nation- 
wide. Salvage pools sell salvage and other venicles for the insurance industiy. 

There are more than 65 terms used nationwide to describe damaeed vehicles. 
These terms confuse consumers, law enforcement and motor vehicle administrators 
and create an opportunity for fraud. The federal government needs to define nation- 
ally uniform terms. 

S. 852's definitions and procedures protect the consumer and deter theft. If a vehi- 
cle is damaged to 75% or its pre-accident value, the fact of damage must be dis- 
closed. The consumer also must be told whether the rebuilt vehicle was subject to 
a safety inspection. Also, the car must undergo an anti-theft inspection. 

Previously damaged vehicles aren't automatically excluded from the road — most 
damaged vehicles can be repaired to provide safe and affordable transportation. 
Over one-half of the average retail cost of repairs has nothing to do with structural 
or safety-related repairs, out rather involves cosmetic repairs, paint, and taxes. 
^nce the averaoe retail value of a car on the road today is approximately $5,000, 
it is quite easy for a vehicle to incur minor or cosmetic dtunage to a hi|^ percentage 
of its low pre-accident value. 

The automobile recyclers, among a few others, may urge a different, percentage- 
based definition of "nonrepairable vehicle". But, 45 of the 50 states do not have per- 
centage-based definitions of "nonrepairable." Such percentaoe-based definitions 
would needlessly deprive consumers of vehicles that can be safely repaired, do not 
increase safety, and do not deter theft. 

States should not deviate with definitions allegedly "more protective to the 
consumer." First, such deviation ultimately would lead to 65 different terms. Sec- 
ond, unscrupulous sellers could choose the best state to wash a title. Third, one can't 
readily determine what is "more protective." 
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The American Salvage Pbol Association, known as ASPA, represents over 200 sal- 
vage pools nationwide. Salvage pools sell salvage and other vehicles for the insur- 
ance industiy. 

The Anti Car Theft Act of 1992 created the Motor Vehicle Titling, Registration 
and Salvage Advisory Committee to recommend ways to stop theft and consumer 
fraud involving salvage vehicles. The Advisory Committee was composed of 9 rep- 
resentatives from law enforcement, 6 from motor vehicle administration, and a wide 
array of auto-related industries, from manufacturers to scrap processors. ASPA was 
represented on the Advisoiy Committee. The Advisory Committee's recommenda- 
tions form the basis of S. 852. 

The Advisory Committee's recommendations are based on two key premises. First, 
there are too many terms used by the 50 states to describe damaged vehicles— con- 
fusing the consumer and creating ample opportunity for fraud. Second, the fedend 
government needs to define the basic terms and preempt states from creating a pot- 
pourri of new terms and definitions which would, once again, create the opportunity 
tor fraud and abuse. 

It has been estimated that over 65 words and symbols are used nationwide to de- 
scribe salvage and nonrepairable vehicles. Consumers, law enforcement and motor 
vehicle agencies do not and cannot know the meaning of these various terms. Tlie 
terms have different meanings in different states. For example, in Washington, the 
term "salvage vehicle" means something other than a vehicle which enters the sal- 
vage system — vehicles entering the salvage system are called "destroyed* vehicles. 
In Texas, a 'Nonrepairable vehicle" can be put back on the road. But, in Colorado, 
a "salvage vehicle" enters the salvage system and a nonrepairable vehicle cannot be 
put back on the road. Since cars and their ownership documents move from state 
to state, a consumer never can be sure of the status or a vehicle. Also, unscrupulous 
sellers wash car titles in states which have different definitions. Further, tne na- 
tional vehicle database required by the Anti Car Theft Act will be less effective 
without uniform definitions. 

As drafted, S. 852's definitions and procedures protect the consumer and deter 
theft. If a vehicle is damaged to 75% of^ its pre-accident value, the damage must be 
disclosed. The consumer also must be told whether the rebuilt vehicle passed a safe- 
ty inspection — if not, the consumer is on notice to get it inspected or to walk away 
from the purchase. Also, the car must underao an anti-theft inspection. Previously 
damaged vehicles aren't automatically excluded from the road — many damaged ve- 
hicles can be repaired to provide safe and affordable transportation. 

The House companion to S. 852, H.R. 1839, has adjusted the salvage damage 
threshold from the 75% recommended by the Advisory Committee to 80%. The in- 
surance industry has indicated that the 80% threshold more accurately reflects in- 
dustry practices and would not have the adverse consequence of forcing insurers to 
repair fewer, and total more, cars to the detriment of their policyholders. In our sug- 
gested technical corrections attached to this testimony, we urge this adjustment to 
S. 852. 

With respect to the definition of "nonrepairable vehicle", both the Advisoiy Com- 
mittee and S. 852 decided not to set any magic percentage threshold of damage to 
a vehicle at whidi point the vehicle is automatically precluded from being repaired 
and put back on the road. ASPA supports the definition of "nonrepairable vehicle" 
set forth in S. 852. Some, such as the automotive recycling industry, mav urae the 
Committee to change the "nonrepairable" definition to a percentage-based defmition 
since S. 852 does not impose mandatory safety inspections. To put this in context, 
there are two types of buyers of damaged vehicles — those who desire to rebuild them 
and those who desire to dismantle them for parts. The automotive recyclers are dis- 
mantlers and a percentage-based definition of "nonrepairable vehicle would need- 
lessly 'IcUr vehicles that can be repaired for safe operation, lessen competition for 
damaged vehicles and allow the recyclers to purchase their inventory more cheaply. 
Unfortunately, this bargain for recyclers comes at the expense of insurers and their 
policyholders. The annual cost of a percenti^-based "nonrepairable" definition to 
insurers and their policyholders has been estimated at between $200 and $400 mil- 
lion. 

The change to a percentage-based "nonrepairable" definition would be a serious 
mistake. First, only five states have percentage-based "nonrepairable" definitions. 
Most states have not found a need for any "nonrepairable" definition — for most 
states, salvage is the only designation of damage. But, in those stetes whidi do have 
a "nonrepairable" definition, those definitions are most often similar to that in 
S. 852, which also is the deflnition in the Anti Car Theft Act of 1992 and the Uni- 
form Vehicle Code. Second, contrary to some suggestions, percentage-based defini- 
tion do not identify those vehicles which cannot oe safelv repaired, xhe cost of re- 
pairs, even minor and cosmetic repairs, easily can exceed several thousand dollars. 
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In fact, evidence presented to the Advisory Committee showed that over one-half of 
the average retail cost of repairs has nothing to do with stnictural or safety-related 
repairs, but rather involves cosmetic repairs, such as paint and related materials, 
and taxes. Further, since the averaoe retail value of a car on the road today is ap- 
proximately $5,000, it is ouite easy for a vehicle to be damaged to a hi^ percentage 
of its low pre-acddent value. The vast miyoriW of damageacars can Ee repaired to 
provide safe and aflbrdable transportation. If one looks in many shopping center 
paricing lots, one can see vehicles with damage that would make them nonrepair- 
able" and take them off the road under the percentage-based definitions suggested 
by some. (See attached exhibit showing actual vehicles which presumably would be 
branded "nonrepairable" under the percentage-based definition proposed by the 
automotive recyders.) 

It is important to note that the Uniform Vehicle Code, 45 of the 50 states and 
the Anti Car Theft Act have refused to automatically exclude a vehicle from the 
road based on some percentage defmition of damage. This position is supported hy 
statistics from several states whidi establish that ^ically less than 1% of all aca- 
dents are caused bv defective vehicles. Although a very small number of these defec- 
tive vehicles may have been rebuilt salvage vehicles, the statistics reflect that the 
vast majority of accidents due to defective vehicles generally involve defective tires, 
brakes, li^ts and the like. 

A percentage-based definition of "nonrepairable vehicle" is sometimes touted as a 
tool in prevention of automobile theft. However, there is no evidence that a percent- 
age-based deflnition actually deters theft. For example, since Florida enacted its 
percentage-based definition, Florida's vehicle theft increased 4.1%, while vehicle 
theft in the nation decreased 10%. Since Michigan enacted its percentaae-based defl- 
nition, Michigan's vehicle theft increased 5,7%, while vehicle tnefl in tne nation de- 
creased 5.8%. Since Virginia enacted its percentage-based deflnition, Virginia's vehi- 
cle theft decreased only by 0.6%, while vehicle theft in the nation decreased by 8.6%. 
Since West Virffinia enacted its percentage-based deflnition. West Virginia's vehicle 
theft increased oy 10,1%, while vehicle theft in the nation decreased b3r 10%. Since 
Wisconsin enacted its percentage-based law, Wisconsin's vehicle theft increased by 
1.4%, while vehicle thefl in the nation decreased by 5.8%. 

A percentage-based deflnition of '^onrepairable" hits the less affluent consumer 
the hardest, by taking lower value vehicles with fairly minor damage off the road 
permanently. Government intervention is not necessary to arbitrarily prejudge 
which vehicles should be taken off the roads. Rather, government intervention is 
necessary to provide clear and uniform disclosure to the consumer. We believe that 
every prospective purchaser of a rebuilt salvage vehicle should be told that the vehi- 
cle has been rebuilt from salvage — S. 852 mandates such notice. 

We understand that some members of the automotive recycling industry would 
like to allow states to deviate from the national deflnitions if the change is so-called 
"more protective of the consumer." On the surface, it may be appealing to follow the 
recyclers' sugsestion and let states deviate from uniform definitions; but, the reality 
is veiy troublesome. First, by permitting the states to change the definitions, we 
would be on the road again to 65 different, confusing and contradictory terms. Sec- 
ond, unscrupubus sellers could move from state to state to choose the best forum 
to wash a title. Third, it will be very diflkult to determine what is "more protective 
to a consumer." For example, as noted above, according to a recent survey, only five 
states have a percentage-oased deflnition for a nonrepairable vehicle. Some believe 
that these dennitions are more favorable to consumers than S. 852's definition. 
However, two of those flve states do not even apply the deflnition to older vehides. 
No one reasonablv could say that those deflnitions are more protective of consumers 
than S. 852 which applies to all nonrepairable vehides, regardless of ase. In any 
event, extensive litigation would be necessarv to resolve the issue of wnidi state 
laws are more protective. The bottom line is that albwing individual states to devi- 
ate from S. 852rs definitions would destrov the bill's primaiy ^al of giving consum- 
ersL law enforcement and motor vehicle aoministrators usable mformation. 

For completeness, ASPA would like to note two areas in which S. 852 differs from 
the Advisorv Committee's recommendations. 

First, S. 852 limits the "salvage vehicle" deflnition to vehicles 7 model years and 
newer. The Advisory Committee did not have any age limitation. When a salvage 
vehicle is defined by its percent of damage compared to its pre-acddent value, then 
a model year limit is reasonable because older vehicles can sustain fairiy minor 
damage yet be damaged to a large percentage of their low pre-acddent value. In 
such cases, the "salvage" defmition would confuse rather than inform. With respect 
to older vehicles which still have a relatively hidi pre-acddent value, S. 852 prop- 
erly also includes these vehicles in the "salvage deflnition. In our suggested tecn- 
nical corrections attached to this testimony, we suggest language to clarify that 
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these a^ and value limitatioiui apply to vehicles owned by insurers just as they do 
to non-insurer owners. 

Second, the Advisoiy Committee recommended that eveiy salvage vehicle be sub- 
jected to a mandatoiy safety inspection before being put oack on the road. Some 
nave been concerned that mandatory safety inspections would impose an unfiinded 
mandate on the states. While, according to a recent survey. 70% of the states per- 
form some form of safety inspection on rebuilt salvase venicles. S. 852 offers the 
consumer an important new protection, even without tne national mandatoiy safety 
inspection, because it requires that all rebuilt salvage vehicles conspicuously state 
whether thev have or have not passed a safety inspection meeting the national cri- 
teria. Thererore, the consumer is put on notice and can have the car inspected before 
buving it and can negotiate a purchase price reflective of the vehicle's prior histoiy. 

We have attached suggested technical corrections to this testimony, which also in- 
clude many of the enhancements made in HR 1839. With sudi improvements, ASPA 
believes that S. 852 will represent a balanced and comprehensive program to protect 
consumers, assist law enforcement, ease the burden on motor vehicle administra- 
tors, and deter theft. Thank you. 



Suggested Technical Corrections to S. 852 

Page 3, line 16 — ^Many insurers have agreed to either support or not oppose S. 852 
if the salvage threshold is raised to 80%. Therefore, we suggest striking '^S" and 
inserting "80* here and on page 5, lines 11 and 19. 

Page 4, lines 1 throu^ 4, strike and replace with: 

(1) nas a model year designation seven or more years older than the year in which 
the vehicle was wrecked, destroyed or damaged, and" and on line 7, replace 'more" 
with "less". 

Page 4, line 24, after "parts" insert "used or^. 

Page 5, line 13, after ^(i)" add "Subject to the limitations of subparagrai^ (B),". 

Page 9, lines 5 and 6, "A REBUILT" is repeated. 

Page 10, line 21 et seq., we suggest replacing the "flood vehicle" definition with 
the folbwing: 

A "flood vehicle" is any passenger motor vehicle that has been submerged in water 
to the point that rising water has readied over the door sill, has entered the pas- 
senger or trunk compartment, and has exposed any electrical, computerized or me- 
chanical component to water, with the exception of: 

1. A passen^r motor vehicle which, pursuant to an inspection by an insurance 
adjuster or estimator, a motor vehicle repairer or a motor vehicle dealer in accord- 
ance with inspection guidelines or procedures established by rule by the Secretary, 
is determined to have no electrical, computerized or medianical components whidi 
were damaged by water; or 

2. A passenger motor vehicle which, pursuant to an inspection by an insurance 
actjuster or estimator, a motor vehicle repairer or a motor vehicle dealer in accord- 
ance with inspection guidelines or procedures established by rule by the Secretaiy, 
is determined to have one or more electrical, computerized or medifiuiical compo- 
nents whidi were damaged by water and all such components wMdi sustained dam- 
age from sudi exposure nave been repaired or replaced. 

Disclosure that a vehicle is a "flood vehicle" must be made at the time of transfer 
of ownership and the brand "flood" shall be conspicuously entered on all subseqpient 
titles for the vehicle. The inspection referenced above is only recpiired if there is an 
effort to meet the exception criteria of (1) and (2) above, tlie inspection and flood 
disclosure provisions of this section shall not impose on any person any liability for 
damage to or reduced value of a passenger motor vehicle. 

On page 11, after line 12, insert a new paragraph whidi reads: "The definitions 
set forth in Section 33301 shall only apply to vehicles wrecked, destroyed or dam- 
affed on or after the date on whidi the applicable state besins to comply with all 
of the requirements of this diapter and with the rule promuljgated pursuant to Sec- 
tion 33302." 

Page 12, line 3, delete "licenses that vehicle for use" and insert "issues an owner- 
ship document for that vehicle". 

Page 12, line 5, after "title" insert "or other ownership document". 

Page 18, line 24, delete "a third part^r" and insert "one or more third parties". 

Page 19, line 13, delete "issued" and insert "for issuance". 

Page 21, line 7, delete ". as reouired by the applicable State". 

Page 22, line 20, insert before Hhe date", "prior to". 

Page 23, Hne 14, "33301(bX7XB)" should be "33301(7XB)". 

Page 26, line 17, delete "and" and insert "or*. After 'Registration", insert "or both". 
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Page 28, tine 1 and line 12, delete "or remanufactured". 

Page 28, lines 3 throu^ 7, delete The requirements prescribed by the Secretary 
under this subsection shall be similar to the requirements of section 3 of the Auto- 
mobile Information Disclosure Act (15 UJS.C. 1232)." 

Page 28, line 14, delete 'Hiltimate purchaser of the vehicle" and insert 'lirst retail 
purchaser of the rebuilt salvage vehicle". 

Page 30, tine 4, delete "may* and insert "shall". 
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Sample op Vehicles Which Would Be Branded T^Ionrbpairablb" Under 
Depinition Proposed by Some 
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The Chairman. Thank you Ms. McAllister. 

Mr. Brauch, you said this would preempt the States, this pro- 
posed legislation, and my reading of it is that the States can gp 
well beyond these standards that are defined in this legislation if 
they choose to. 

It was pointed out that if you do not have some kind of minimum 
standards, one State could be a hotbed for this kind of practice that 
we are all trying to stop. We know that this kind of activity quite 
often passes across the State lines and, in fact, in a few cases, some 
cases mtemational borders. Perhaps you could respond to that. 

Mr. Brauch. Our problem is not that it sets minimum standards, 
but that it sets maximum standards. It says to Iowa, if you have 
got a car that is 8 model years old, that is worth $5,000, you can 
no longer call that car a salvage car if it has been in a major wreck. 
In fact, there are a number of terms you could not use any more 
in Iowa; junk, reconstructed, nonrepairable, unrebuildable, scrap, 
rebuilt, flood, or similar terms. 

We do not think that is rieht. We have a law that we like. 

The Chairman. So your difference of opinion here is, you think 
it sets maximum standards rather than minimum standards, is 
that correct? 

Mr. Brauch. That is one of my concerns. 

The Chairman. Those are maximum standards. You said you 
would like to see more standards imposed. 

Mr. Brauch. What I am saying is that it is telling Iowa this is 
the most protection you can Rive in the definition of a salvage car, 
and what Iowa is saying back is, we want to provide more protec- 
tion. 

The Chairman. I see nothing in this legislation that would not 
prevent Iowa firom providing more protection. 

Mr. Brauch. We cannot under this bill use titling procedures or 
title forms that do not comply, or use terms that this bill addresses 
that do not conform to the definitions in this bill. So if Iowa wants 
to create a salvage title as under our current State law for a vehi- 
cle that is in a major wreck that is over 6-model years old but hap- 
pens to be worth less than 10.000, we cannot do it any more. 

The Chairman. Mr. Brauch, I am goine to quickly turn to my 
former Attorney General colleagues here, out it seems to me that 
as long as you are observing the standards that are in the legisla- 
tion you can expand on those and change the title any way you 
want to. 

I would ask my colleague if he would pursue that line before I 
display ignorance here. 

Senator Gorton. Unfortunately, Mr. Chairman, I am in full 
agreement with Mr. Brauch. 

The Chairman. Very good. Then we will move to the next ques- 
tion. [Laughter.] 

Ms. McAllister, they suggest that older vehicles should be in- 
cluded in the definition of a salvage vehicle. What are the problems 
with that approach? 

Ms. Mc/J^USTER. The problem with that approach is that the 
standard vehicle, once it is older than the 7 model years that is al- 
ready in the salvage definition, that vehicle has such a low fair 
market value that to declare its salvage based on 75 percent of that 
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low fair market value really does not provide meaningful informa- 
tion, and makes the car into a salvage vehicle based upon very in- 
simiflcant damage. 

The Chairman. Ms. Echols, as vou heard, Mr. Brauch and Mr. 
Brown favor 65 percent salvage vehicle definition. If that definition 
is adopted, what would that do to your auto insurance premiums? 

Ms. Echols. Unfortunately, I have been trying to get a good 
number. You know, people think that insurance companies have all 
the number answers to all the questions, but we have never — ^those 
cars right now we are repairing and putting back on the road, so 
we have never tried to collect data on just how many of them there 
are between 65 nercent and 75 percent, but I think the problem 
that we have got nere are some competing interests at play. 

I believe that to the extent that the consumer eroups are con- 
cerned, and rightly so, about providing more knowledge and infor- 
mation about the damage, they can do that with disclosures. They 
can have broad consumer damage disclosure requirements that 
have nothing to do with when a vehicle is salvage. I mean, when 
a vehicle is salvage it is an economic interplay. It is not a consumer 
disclosure interplay, in our opinion. 

If, in fact, States want consumer disclosures, we have some con- 
cerns about how they are worded, but that is a debate that we 
think can play out in the State. It does not need to be addressed 
at the Federal level because it has nothing to do with these prob- 
lems that we are trying to clean up with the national system. It 
is something that— it is just a different issue, I think. 

Their 65 percent I do not think is based on the fact that they 
think we are not totaling enough vehicles, or that we are repairing 
too many vehicles. Their 65 percent I think is more based on, ''it 
just provides more information to a consumer and more informa- 
tion IS good," and I would just say there are other ways to deal 
with that. 

The Chairman. Mr. Brauch, let me go back to the previous situa- 
tion again. I now accept your ar^ment that Congress is setting 
maximum requirements on this issue. If you do not do that, is 
there not the danger that we discussed of one State having no 
standards and the cottage industry being set up? How do you ad- 
dress that part of the issue? 

Mr. Brauch. I think — and I am speaking just for Iowa, because 
NAAG's resolution does not address Uiis. 

I think the suggestion Mr. Brown had is worth exploration, and 
that is that you set a Federal minimum that states that you must 
do at least this much, but you can go beyond that, maybe with a 
parallel titling system, maybe with some notation on uie title of 
whether it meets the Federal standard. 

But your question about insurance is important, too. In Iowa we 
have some of the lowest insurance rates in the country, and we 
have a disclosure law on vehicle damage, whether the vehicle had 
ever been in a wreck causing damage of $3,000 or more to repair, 
and so disclosure laws and strong laws are not inconsistent with 
maintaining insurance rates. 

The Chairman. Having visited Iowa a few times, I would say it 
is due to the wonderful driving habits that characterize most peo- 
ple in the State of Iowa as well. [Laughter.] 
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Mr. Brauch. I cannot disagree, sir. 

The Chairman. Mr. Brown, do you have any comment on that? 

Mr. Brown. Yes. There are two alternatives. I do believe that if 
this approach of title branding is the chosen approach, and again 
we do not think that is necessary, there is not any reason why you 
could not have, I believe your term is minimum, a minimum stand- 
ard that is a parallel disclosure, and that gets rid of wipine out all 
these State laws. Let the States sav what they want, but if there's 
a Federal disclosure — ^Federal disclosure salvage vehicle, I do not 
see a problem with that. 

There have been other disclosures that are parallel. Federal 
odometer disclosures have been that way, parallel with the States. 
We do not see a problem with that. 

And it is such a dangerous thing. From the consumer vantage 
point, it is such a bad thing to start out by wiping out existing 
State laws, however good. 

The Chairman. Mr. Dossett— or, you wanted to respond, Ms. 
McAllister. 

Ms. McAluster. The goal of this whole bill is national uniform- 
ity, so we can understand each other's words from State to State. 

For example, Mr Brauch's statement about Iowa's 50 percent, 
that does not apply to insurance companies, and so a vast migorit^ 
of cars that are in accidents, if they are insured, they are not af- 
fected by that 50 percent. 

This definition in this bill would apply to all cars, regardless of 
who the owner is. When you let States use this as a minimum 
standard and let them do other things beyond that, you lose this 
national uniformity and you eet into a debate in many cases over 
what is a broader standard, what is more protective. 

It is somewhat easier to say, if you are going to stay on a per- 
centage-based definition, well, 70 may be more protective than 75, 
but what about a State that uses a component definition of salvage, 
or uses some other definition? Is that more or less protective? ^d 
you get into a very difficult area of judging those things. 

And Mr. Brown's standard of a dual disclosure we think would 
be very cumbersome, where a word means one thing at the Federal 
level and means a different thing at the State level. 

The Chairman. Except that we acted legislatively on other issues 
to set minimum standards, and that has caused the States much 
less heartburn than a total kind of situation. I would imagine Mr. 
Brauch and Mr. Brown are talking about the minimum standard 
that could be expanded rather than substantially changed. 

Mr. Brauch. Exactly right, sir. For example, the Truth-in-Lend- 
ing Act sets minimum standards. States are free to require more 
disclosures, greater disclosures under Truth-in-Lending. We would 
like the same approach here in the definition of salvage. 

The Chairman. Mr. Dossett, in acceptable language perhaps you 
could give us one more example of the problem that vou face on a 
day-to-day basis with the present situation and help us for the 
record give some urgency to addressing this issue. We again wel- 
come you here from Tupelo. 

Mr. Dossett. Thank you, Mr. Chairman. I am one generation 
from the farm. My people were farmers, and what I have said here 
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today and listened to, it seems like we are all close to pulling the 
same wagon. 

Tidbits of percentages and little ideas here and little ones there, 
but I think all of us need to get this law passed. We need 852 to 
move forward. The public is at the mercy of these rebuilders. 

And now again I want to go back to my biscuit. 

The Chairman. Let us do so carefully. [Laughter.] 

Mr. DossETT. But the people, if they knew — ^if they knew that 
that was a salvage vehicle they would never have it in their hands. 

Now, the migorily — ^I do not know what the percentage is there, 
but I would say 95 percent, if thev knew that it was a salvage vehi- 
cle and the way to get there, and whatever percentage you all put 
on it, we just need — ^we need the law, because the dealers are trad- 
ing for and unknowingly turning around and selling them to the 
public, and the public is Dumt. 

And then there's the safety aspect. They are dangerous cars. 
Thev are very dangerous. 

Thank you. 

The Chairman. Thank you, Mr. Dossett. 

I just want to say that I thank the witnesses. I do aeree with 
Mr. Dossett's concluding remarks, that we are not that tar apart. 

I do not think we should delay much longer in trying to address 
this problem. I would also hope Uiat we could sit down and do some 
serious negotiating to come up with a legislative fix that may only 
be 95 percent, but would achieve largely consensus on what is at 
issue, which Senator Gorton said he tried to address back in 1992. 

FVankly I am a little surprised that we have not gone back at 
this issue. Perhaps with Senator Gorton's experience on this issue, 
he could explain that. Therefore, I will turn it over to him. 

Senator Gorton. Well, mv memory on that connection is very 
hazv, Mr. Chairman. I think I was a part of what led up to the 
study commission that has led up to this bill, because if my mem- 
ory serves me correctly, while we tried to have a national bill on 
the subject there were enough objections to it that we went into 
this. 

With all respect to you, Mr. Dossett, I am not even sure we are 
in the same church, must less the same pew, and I think Ms. 
McAllister pointed that out dramatically, that there is one fun- 
damental decision that you and I and Senator Bums and the rest 
of us have to make. 

Ms. McAllister said the primary goal of this bill is national uni- 
formity. If she is correct, of course, we pass a bill like this. 

Mr. Brown and Mr. Brauch and I think Mr. Dossett do not agree 
with that, and said so. They do not think that the primary goid of 
this bill is national uniformity. They think the primary goal of the 
process is enlightening consumers, so the people who are purchas- 
mg automobiles know what they are purchasing. 

Now, I happen to agree with them. I am not going to vote for this 
bill because it creates a national imiformily which undercuts what 
States have already provided, and to tell Mr. Brauch that while 
presumably most purchasers of automobiles in Iowa have a pretty 
eood idea of what a salvage vehicle is. that he cannot keep that 
definition of a salvage vehicle there, and make it tougher. 
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I do not think I have enough knowledge to know whether or not, 
if we are going to have a threshold, that it ought to be 60 percent, 
or 70 percent, or 75 percent, or 80 percent. I am willing to let 
someone else make that decision, and I am willing even to let dif- 
ferent States make different decisions on it. 

I do believe we need legislation, because no matter how good an 
individual State's law is, its consumers can be deceived, can be 
cheated by something comine in from somewhere else. That is why 
we are here, but I do not think we are here to tell Iowa or any 
other State that you have gone too far in providing for a form of 
consumer protection. 

I guess the question that I have to ask in my own mind is from 
one fairly casual remark on Mr. Brown's part, whether the whole 
pattern of the odometer statute is not a better method of approach- 
ing this issue than the more prescriptive method that is included 
in this statute. 

The Chairman. Can I respond since you directed your bednnin^ 
remarks to me? While Ms. McAllister can speak for nerselfl 1 think 
she is for the imposition of a national standard. Do you snare the 
same goal? 

Ms. McAllister. I do, and the reason for wantine national uni- 
formity is so that people do actually understand the words, and 
that consumer disclosure can be meaningful to someone buying; a 
car from Idaho, Maine, or what-have-you. That is the underlying 
goal. 

The Chairman. I, therefore, repeat my previous allegation that 
we are not that far apart. 

Senator Gorton, well, I hope not, but I do not think that na- 
tional uniformity is the primary goal of legislating in this field. I 
think that maximum reasonable amount of consumer knowledge is. 

In any event, I would like Mr. Brown to pursue the idea of 
whether or not a different pattern, a different sort of base theory 
is not appropriate, and I would like the comment of the others on 
it. 

Mr. Brown. The question is about whether the Federal odometer 
pattern would be — and by the way, I do want to emphasize that 
was not even remotely a casual remark. I was just kind of rushing 
through. But it is in some detail mentioned in my written remarks, 
and this has been my oosition from the day this issue really hit 
Congress, to my knowieage. 

The Federal odometer disclosures, since 1972 that has been a 
Federal law to require disclosure at the point of sale to the buyer 
whether the miles were correct. That system seems eminently ap- 
plicable here. 

Now I am going to take— just because you are seriously inter- 
ested in this approach, I want to get a little bit technical for a mo- 
ment to make sure that I do not mislead in any way. 

In 1986 the Federal odometer law was amended to put the Fed- 
eral odometer disclosures on the titles. Now, incidentally from the 
consumer vantage point that caused a major problem, and Mr. 
Morris, who happens to be here today, would be able to tell you 
about this. 

All of a sudden the mileage disclosures that originally had to be 
there at the time of sale, as of 1990, when titles started having the 
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disclosures on them, the disclosures are not there at the time of 
sale frequently now, and that is somewhat problematic. 

So my actual recommendation is, the original Federal odometer 
disclosure system, where a separate piece of paper is given at the 
time of sale, and I think odometer oisclosures should be on that 
paper as well as wreck disclosures, and I do think an additional re- 
quirement to the Federal odometer law should be there, which is 
tiiat these must be attached to the titles and be in some unalter- 
able form document. 

So that every assignment had to have — for a title that had three 
assignments on it there would be three forms attached to it, each 
disclosinfi^ whether the miles were correct at each sale, and whether 
the vehicle was wrecked or totaled. 

That, I believe, would be a simpler system, infinitely simpler 
than this, infinitely more effective. 

Senator Gorton. Now, if each of the other four people here 
would like to react to that. 

Mr. Brauch. Speaking for NAA6 and myself, we say that we en- 
tirely agree with that. In fact, in Iowa, we have a written damage 
disclosure statement requirement. It is on the odometer statement, 
and under State law we require that statement to be made at or 
before the time of sale, even if the title is not there. If the title is 
not there it is on a separate document. 

That is far preferable to window stickers and door jamb stickers, 
because it creates evidence that we can use in a case. It is a titling 
requirement that the statement be made or you do not get a title, 
and it creates a piece of evidence that we can then trace and see 
who signed it. 

Senator Gorton. You believe you would be preempted from con- 
tinuing that requirement if this bill were passed unchanged? 

Mr. Brauch. Yes, because this preempts the form of the title. It 
says the Federal standard applies. You can only use the Federal 
title, and the Federal title can only have these things in it. That 
is what this bill says, and we would be preempted. 

Senator Gorton. Ms. McAllister. 

Ms. McAllister. This bill says that there will be discussions 
¥rith the States or agencies representing them, something like the 
American Association of Motor Vehicle Administrators. 

With respect to a uniform layout for a title, I think all of us who 
have thought about that believe that there will be a section in that 
uniform layout for State-specific things, because there are manv 
things that States put on the title that are not involved in this bill, 
so I ao not think that is the case. 

The other reason that I have been emphasizing the national uni- 
formity. Senator, is that the States currently use approximately 65 
different words and symbols to designate these kinds of vehicles. 
It is very difficult for anyone, inclucung a State motor vehicle ad- 
ministrator from another State, to understand what they are being 
told bv that many terms. 

And, for example, Mr. Brown's comment about disclosing on the 
disclosure statement whether it has been wrecked or totaled, under 
what definition? If we have a myriad of definitions going for 
wrecked or totaled, we are right back into the same situation of. 



Digitized by 



Google 



48 

State to State, people not understanding what they are being told, 
and that is a tool of the unscrupulous. 

Senator Gorton. Mr. Dossett 

Mr. Dossett. I think we go back to the unscrupulous. They are 
going to lie about it anyway. The odometer statement attached to 
the title is a safety or catch-all net when it goes to the title bureau 
of the State of Mississippi. If the mileage on the title which is on 
there does not correspond with the mileage that is on the odometer 
statement, well then, they reject the title. 

What I think is being said is that you can put anything you want 
to on the odometer statement, or is it on the title statement? 

Mr. Brown. I am sorry, I did not mean to suggest you could — 
the States we are saying would be left to leave whatever disclo- 
sures they want on titles, as they are doing now. The Federal dis- 
closure statement would nave a Federal standard, and that would 
have the Federal standard for mileage and damage disclosures. 
That is our scenario. 

Mr. Dossett. In my case, I just think it would be great to have 
it, just to have something. 

Senator Gorton. Ms. Echols. 

Ms. Echols. Thank you. I guess I go back to my point. I think 
there are two issues. 

One for us is, we do not want to have to total any more vehicles 
than we total, and there are problems with that, that our policy- 
holders have to pay for, and no one has said we are repairing too 
many vehicles today, so if we are coming up with an odometer dis- 
closure type of statement, I think that is another discussion, aside 
from when a vehicle is a total loss, or a salvage vehicle with a sal- 
vage title. That is a different disclosure. 

As you said, having that kind of disclosure on the title does not 
really help consumers because they do not see their titles anyway. 
That is better to have at the time of the transfer of the vehicle. 

The problem we have with those kinds of damage disclosures is 
that it does diminish the value of the car. There are two cars, and 
one has been damaged and one has not, then the one that has been 
damaged is not likely to have the same resale value, and for that 
reason — ^it was our policyholder that damaged that car, so the con- 
sumers are going to look to us to pay that extra cost associated 
with that. 

Although they have been repaired, it is a beautiful car. there is 
nothing wrone with it, safetywise or anything, there will be a per- 
ception that that car is not worth as much, and that is a cost that 
will come back to the insurance industry and our policyholders. 

So all of these things, you know, I just say, think about where 
those break-off points are, because they do have a cost associated 
with them. 

Senator Gorton. Then are you telling us that vou do favor a sin- 
gle national standard and a single national set of definitions? 

Ms. Echols. That is correct, on the definition of salvage. 

Senator Gorton. And that we should preempt Iowa's, say, more 
rirad definition? 

Ms. Echols. Definition of salvage, but Iowa is still free to have 
a disclosure statement that this car has been damaged to 50 per- 
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cent I have no oroblem with Iowa doing that, or any other State, 
but that is not what a salvage vehicle is to me, or to us. 

Senator Gorton. I thank you. This has been very enlightening. 

Senator Burns. I am dismayed here at the complete disregard of 
the cars that I drive. [Laui^ter.] 

Senator Burns. I think the youngest car in my fleet is a 1988, 
so I am clear out of bounds here. 

M^ car that I keep in Billinfis is a 1980. The one I drive, that 
old mnker van I have got— and there is an advantage drivuig in 
WashingUm, DC— is a 1984. It has got 200,000 on it or so, and 
there is an advantage in that, because they look at the license 
plate, these people in town, ana it is a Montana plate, so the first 
assumption is the poor person is lost, and the second assumption 
is, they look at the van and say, he has got no insurance, so give 
him a mde berth, and I have very few problems. [Laui^ter.] 

I have a couple of questions, and I have listened to this very in- 
tensely, and I will tell you, Mr. Dossett, I have been visiting mth 
my dealers in Montana. We have a specific problem up there, for 
the simple reason Wyoming has no law at all, so what we have is, 
if you total one in Montana, it goes down to Wvoming. Ihey can 
clean the title, and it gets back to Montana, and it is put back on 
the market 

I have a question for Ms. Echols. Now, when you make the deci- 
sion that vou are goine to buy the vehicle rather than repair it, and 
you sell that vehicle, now do you sell that vehicle? Is it bid on l^ 
people, or how do you sell it? 

Ms. Echols. We have different methods in different States, but 
we do auction a lot of cars through the bid process, some closed 
bids, some open bids. 

Senator Burns. I am an auctioneer, and I am looking for work. 
[Laui^ter.] 

Ms. Echols. We probably auction the minority of our cars. 

Senator Burns, where do those cars go? Do you have any control 
over where theygo? Do they ^o into the mashing machine? 

Ms. Echols. The highest bidder, to the highest bidder. 

Senator Burns. OK. 

Ms. Echols. Unless they are nonrepairable. 

Ms. McAllister. Senator, we are the companies that have those 
vehicles. Maybe I can help you with that. When an insurance com- 
imny becomes an owner or a vehicle, it has in many States the 
rig^t to put it into a different kind of title type. Usuiedly it is re- 
quired that it go into a salvage title, or salvage certificate. 

In many States there is also something called the jimk certifi- 
cate, or nonrepairable certificate, so if a vehicle is very badly dam- 
aged, hit by a train and burned, or whatever happened to it, it can 
eo into a nonrepairable certificate, which as I saia in my testimony 
is a death certificate, and therefore that car cannot go back on the 
road, unless it gets washed in a State such as Wyoming, which 
does not have these kinds of standards. 

Senator Burns. OK. I just wanted that, and I guess that is all 
the questions. Ihey pretty much asked all the questions that I 
wanted to ask. 

But we thank you. What, did eveiybody abandon me? [Laui^ter.] 

Senator Burns. There must have been a breakthrough. 
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Anyway, we call them road apples, Mr. Dossett. up in Montana, 
and after a parade they are all over town, and tiiat is what they 
are around here, too. It just comes in a different form, smells a lit- 
tle different, but it is the same, I will guarantee you that. 

Mr. Brown. Senator, I just wanted to offer one anecdote. You are 
from Montana, and a client of ours who we won a salvage car fraud 
case for her, just an anecdote about — she is from Montana. She is 
from Billings, and she moved to Kansas Citv and was sold this sid- 
vage wreck car by a nice franchise car dealer one would think 
would have done better, and she moved back to Montana with tliis 
vehicle that you could not barely drive it straight It was a mess. 
The roof had been collapsed. 

Senator Burns. Was it a Kansas City dealer? 

Mr. Brown. It was a Kansas City dealer. 

But my point is that once she got back to Montana, part of our 
trial was, the car dealer was asking her how she disclosed it when 
she sold it, and in fact her brother-in-law had worked at the dealer- 
ship when she traded it in in Montana, because what the car deal- 
ership came up with as evidence was that the car dealer in Mon- 
tana, who in fact had been told it was totaled, had resold it without 
saying that it was salvage because the title did not show salvage, 
and there was nothing to threaten them with beine caught. 

The industry standard I am going to submit— by the unscrupu- 
lous dealers — ^is, if there is not anv evidence, then sell it however 
vou can make money. Unfortunately, that is so commonly the case 
by the unscrupulous ones, and this is where we are so much in 
agreement that there is a need for something, express evidence, 
pai>er there. The honest dealers will win in the competition if that 
notice is given out. 

But they went rieht back into Montana. I have not followed up 
that GMC Jimmy. If you want me to, I will. / 

Senator Burns. No, I tell you what, I always have the feeling 
when we get into transportation, we have requirements here — ^now, 
I have been trading horses a long time, and I do not know wl/ere 
we are going to put the warning label on them. [Laughter.] 

That is a buyer beware, too, and we have had some of Uiem that 
did not work out too well. 

But we appreciate your testimony here today, and I know as far 
as the unscrupulous thines about in the marketplace, I will leave 
you with one thought, and that is, Will Rogers came up here a long 
time ago and spent about 6 months covering Congress. 

When he went back to Oklahoma he was asked if all the Mem- 
bers up here were liars and crooks and thieves, and he said, yeah, 
they are, but they are a pretty good cross-section of the folks that 
sent them up there. [Laughter.] 

So what I am saying is, this lady, even though she might have 
bought that vehicle as a lemon in Kansas City, and I am familiar 
with there, because I was raised just north of there, and then when 
she traded it in to a dealer in Montana she was not compelled or 
motivated to tell him that it was a wrecked vehicle and it is a 
lemon, and I want you to know that before you take and make this 
trade, so I do not know where we can draw the lines. 

I used to auctioneer a lot, and a guy used to bring a lot of horses 
to the auction, and he said, it is not a very good horse, folks, and 
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I ¥rill tell you when you are bidding too much. Yeah, right [Laugh- 
ter.] 

Anyway, we appreciate that, and I think you have pointed out 
that we have a problem here, and I thought it would be just in defi- 
nitions, and maybe we should just define what salvage is, if that 
has been a car that has been totaled by the discretion of an insur- 
ance company, rather than by a number. 

We may have to do that, but I think we need standardized defini- 
tions, and when we sa^ salvage on the title, then people know that 
somdbody made a decision somewhere in ttie life of this vehicle to 
determine that that automobile was unrepairable, or they have to- 
taled it out, and that should be red flag enough for any consumer. 
It would appear to me that that is that way. 

But we thank you, and I am going to announce the hearings are 
closed. 

[Whereupon, at 11:30 a.m., the committee adjourned.] 
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APPENDIX 

Prbparbd Statement op Hon. Ernest F. Holungs, U.S. Senator From South 

Carolina 

The Committee will examine today an issue that is veiy important to millions of 
Americans. The issue is how to prevent the sale of faulty and unsafe used cars to 
consumers and how to stop car thieves from using the current titlinff system to con- 
ceal their dirty works. All the experts in the field have concluded that the number 
one solution to this problem is a tou^, eflicient uniform titling system. Such a sys- 
tem would ensure that all titles have the proper designation — such as salvage or 
rebuilt car — so that people are aware of what they are buying. 

I remember that years ago when Senator Warren Magnuson was around, we dealt 
with the "Lemon Law" issue and had success with it. But Lemon laws alone are 
not sufficient to address the problem of fraudulent titles. The concern is the same- 
how to ensure that consumers are provided appropriate information about the cars 
th^ are purchasing. 

This legislation seeks to address this issue by establishing a uniform titling sys- 
tem. I, indeed, agree with the goal. However, I am aware that concerns have beien 
raised by consumer organizations and the state Attorneys General. They are con- 
cerned about such matters as when a car is to be designated as salvage, and wheth- 
er the proposed designation in the bill is suflicient to provide the protections that 
are needed for most consumers. 

We have assembled an excellent slate of witnesses, all of whom have an interest 
and keen knowledge about this issue. I look forward to their testimony and their 
recommendations on the legislation. 



Prepared Statement op Hon. Wendell H. Ford, U.S. Senator From Kentucky 

Mr. Chairman: I thank you for calling this hearing this morning to examine 
S. 852, the National Salvage Motor Vehicle Consumer Protection Act of 1997. I am 

§roud to be a co-sponsor of this legislation with the distinguished Majority Leader, 
enator Lott. 

I believe that this is a common sense piece of legislation that is designed to pro- 
tect used car buyers from unknowingly purchasing rebuilt automobiles that have 
not been restored to safe operating concutions. 

While most States require some type of disclosure on the title to indicate the his- 
toid of a vehicle, those requirements vary from State to State. As a result, some 
re-builders take advantage of the inconsistencies in state titling procedures to db- 
tain so-called clean titles that bear no indication of previous vehide damage. 

S. 852 requires that if a salvaged vehicle is rebuilt and placed back on the road, 
the title to the vehicle must be branded as a "rebuilt salvaged vehicle" and it must 
have an inspection to assure that stolen parts were not usea in the repair. 

Mr, Chairman, you and I have worked diligently to promote greater safety in 
aviation. I firmly believe that we must be equally diligent in promoting greater safe- 
ty in all modes of transportation, including our Nation's highways. 

I recognize that S. 852 is not a perfect piece of legislation. The witnesses before 
us today will indicate some of their concerns and recommendations for improve- 
ments to the bill. I appreciate their willingness to be here today and their com- 
ments. I want to work with them and all interested parties in drafting legislation 
that is acceptable to all. And while I cannot speak for Senator Lott, I believe that 
he shares that view. 

Again, I thank you Mr. Chairman for calling this hearing. I appreciate your inter- 
est in the bill and hope that we can work together to move this bill as quickly as 
possible. 

(53) 
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Prepared Statement op Richard C. Morse, Chiep, Odometer Fraud, National 
Highway Trappic Sapety Administration 

Mr. Chainnan and Members of the Committee. I am pleased to submit comments 
regarding S. 852, the "National Motor Vehicle Safety, Anti-Theft, Title Reform, and 
Consumer Protection Act of 1997" and a similar proposal included in H Jl. 1720, the 
Administration's "Surface Transportation Safety Act of 1997." 

Both S. 862 and the Administration's bill propose to implement the recommenda- 
tions of the Motor Vehicle Titling, Registration, and Salvage Advisoiy Committee 
(the "Advisoiy Committee'^, convened by the Semtaiy of Transportation. The Advi- 
soiy Committee included representatives of auto manufacturers, dealers, req^lers, 
salvage dealers, scrap processors, insurers. State and local law enforcement ofndals. 
State motor vehicle acuninistrators, and the U.S. Departments of Justice, Treasury, 
and Transportation. I had the honor to serve as Chauman of the Advisory Commit- 
tee. 

The Advisoiy Committee studied problems in motor vehicle titling, registration, 
and salvage control that affect the problem of motor vehicle theft. The Advisory 
Committee's report concluded that the lack of uniformity in State laws on vehicle 
titling, registration, and salvage of used motor vehicles increases the likelihood of 
frauaand may allow motor vehicle theft to go undetected. To address this problem, 
the report recommended the adoption of title branding and other Federal and State 
actidns. Many of these specific recommendations have been included in S. 862 and 
the Admistration's proposal. Both bills take very similar approaches to the rec- 
ommendations of the Advisory Conunittee and, accordingly, propose many identical 
provisions. Both are comprehensive eflbrts to implement the recommendations of 
the Advisory Committee. 

The Department is concerned about the three major difTerences between the pro- 
posals. The first is the definition of a "Salvage Vehicle" in Section 33301(2} of 
S. 862. This definition would exclude a passenger motor vehicle that is seven years 
old or older, or has a retail value of less than |10,000. We believe it may be appro- 
priate to address, through rulemakins, a vehicle age limit for the term '^Ivage Ve- 
nicle," since even the most minor of crashes will render an older vehicle salvage 
under the definition's cost of repair to vahie ratio. Since approximately 106 million 
of the 190 million passenger motor vehicles in use today are older than seven years, 
the bill's seven-year time limit would allow more than half of the total passenger 
motor vehicle fleet back on the road with no indication on their titles of how badly 
thev may have been damaged. 

We also believe it would be a mistake to include a $10,000 retail value, or any 
other specific retail value, as part of the definition. Retail values of vehicles vary 
from State to State and from pricing guide to pricing guide, and depend on a num- 
ber of variables, such as condition and equipment. A dollar-based retail vahie defini- 
tion would allow unscrupulous sellers to move the titles of these vehicles to the 
State that offered the lowest value to avoid having to obtain a salvage title. Impos- 
ing such a definition may also have the effect of^encouraging the vehicle's owner, 
based upon the owner^s judgment of its condition, to avoid having the vehicle de- 
clared "salvafle" to eliminate the controls required for such vehicles. 

The secona major difference is with regard to safety inspections of rebuilt pas- 
senger motor vehicles. S. 862 requires anti-theft inspections of such vehicles but 
makes safety inspections a State option. A safety inspection of these vehicles is at 
least as important as the anti-thelt inspection and it should be required as well. 
Therefore, the Administration's proposal would make safety inspections mandatory. 

The lack of a mandatory safety inspection also shows that the definition of '^on- 
repairable Vehicle," in S. 862 is flawed. As drafted, this term includes passenger 
motor vehicles that are "incapable of safe operation for use on roads or nigh ways 
..." However, without a safet^^ inspection, it will be impossible to determine 
whether a severely damaged rebuilt vehicle is capable of safe operation for use on 
roads or highways or, alternatively, constitutes a 'Tlonrepairable Vehicle." 

We believe it would be impossible to effectively implement the provision in S. 862 
which permits States to allow the owners of rebuilt salvage vehicles to conduct their 
own safety inspections. Such inspections require trained personnel, either employed 
by or under the control of a State, to ensure accountability and effective implemen- 
tation of the inspection criteria. 

The third difference of concern to the Department is the enforcement provisions. 
Although both bills set forth civil and criminal penalties for violations of their provi- 
sions, Uie Administration's bill provides for a Federal private right of action to allow 
a private person to recover damages in court. Specifically, it would make a person 
who, with intent to defraud, violates the bill's provisions or a regulation issued 
under them, liable for 3 times the actual damages or $1,600, whichever is greater. 
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A similar private ri^t of action in the Federal odometer law has proven to be an 
effective mechanism for that laVs enforcement. There are those in the used car in- 
dustry who believe this private ri^t of action has been used unfairly against them. 
However, this private ri^t of action has been used on numerous occasions by auto 
dealers to recover their losses. 

Thank you for the opportunity to submit my comments regarding these important 
issues. Not only is legislation needed to ensure that severely dunaged passenger 
motor vehicles are not used to facilitate auto theft, but with more and more people 
buying used cars, there is a growing need to provide uniform information about 
these vehicles to permit consumers to make informed buying decisions and to pro- 
tect operators, passengers, pedestrians, and other motorists. 



Prepared Statement op the American Association op Motor Vehicle 
Administrators (AAMVA) 

AAMVA is an international association. Its members are motor vehicle and law 
enforcement oflicials throughout the United States and Canada whose responsibil- 
ities lie with the enforcement and administration of laws pertaining to motor vehi- 
cles and their drivers. The Association's programs encourage uniformity and reci- 
procity amonff its member jurisdictions. One of our migor goals is to promote uni- 
form standaros, titlinff control procedures and definitions. By doing so, it diminishes 
procedural burdens, aeters title fraud and enhances the safe denveiy of transpor- 
tation-related services to the public. 

On behalf of AAMVA, I am providing the followingcomments on S. 852 the Na- 
tional Salvage Motor Vehicle Safety, Anti-Theft, Title Reform and Consumer Protec- 
tion Act of 1997. 

In 1994, AAMVA passed a policv position to support the recommendations in- 
cluded in the Final Report of the Motor Vehicle Titling, Registration and Salvage 
Advisory Committee. At the core of the Committee's recommendations is the ena^- 
ment of Federal le^slation to establish nationally uniform requirements regarding 
the titling and registration of salvage, nonrepairable and rebuilt vehicles. AAMVA 
continues to support that recommendation ana is pleased to see that S. 852 requires 
the enactment of Federal legislation for uniform salvage titling. Unless all state 
definitions are uniform, the problems created by inconsistent dennitions will not be 
fully addressed. Without uniformitv, the consumer will continue to be unaware of 
the quality and safety of the vehicle being purchased, and loopholes for title fraud 
and theft will remain. 

While S. 852 incorporates several recommendations of the Advisoiy Committee, 
there are some that, if passed, will not conform with AAMVA's current policy posi- 
tion. Of particular interest to the motor vehicle community are the following issues: 

• The salvage definition: Our membership agreed to support the 75% mre^old 
recommended by the Advisoiy Committee and as proposed in S. 852. 

• Age of vehicle: AAMVA does not support waiving these requirements for older 
vehicles, because some cars retain high resale values beyond the seven years. 
AAMVA does agree with the reasoning that vehicles with extensive damajge, wheth- 
er old or new, could be just as unsafe, and all consumers, regardless oftheir eco- 
nomic abilities, should be afforded the same level of protection from buying an un- 
safe vehicle. 

• Flood vehicle definition: AAMVA supports the flood definition recommended by 
the Advisory Committee and proposed in S. 852. 

• Inspection for rebuilt salvage vehicles: Requiring a mandatory safety inspection 
is hij^iy desirable bv our membership. We understand that the reason safety in- 
spection is not mandatory in S. 852 is because it may be considered an unfunded 
mandate. 

If it is determined that a mandatory safety inspection is an unfunded mandate, 
I expect that our members will support the enactment of Federal legislation with 
an optional safety inspection reouirement, as long as the rebuilt salvage title and 
a sticker aflixed to the door jamb indicates that the rebuilt vehicle has or has not 
been safety inspected. 

AAMVA s statistics show that a large percentage of states alread>r require some 
form of safety inspection before a rebuilt salvage vehicle may be registered for use 
on the road. While this may appear encouraging, there are many states that do not 
conduct safety inspections to the level needed to ensure safe operation, and thus 
would not likely meet the nationally uniform safety inspection criteria. AAMVA rec- 
o^zes this shortcoming and is in the process of updatins the Association's inspec- 
tion handbook which will include a section on procedures for total loss safety inspec- 
tions for our jurisdictional members use. 
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Hie support of motor vehicle administrators for enactment of salvage legislation 
is demonstrated by the fact that they have adopted the recommendiitions of the 
Final Report as ofndal AAMVA policy. However, most states have not ^t adopted 
the entire policy into their own state laws or regulations. Federal legislation will 
ensure needed uniformiW throu^iout the motor vehicle oommunitv, help to deter 
auto theft throu^ VIN Switching, enhance consumer protection, ana promote motor 
vehicle safety on our hi^ways. 

On behalf of the motor vehicle administrators, I wish to thank the Chairman and 
meodbers of the Committee for the opportunity to present written testimony on the 
issue of salvage leffislation. As the legislative orocess moves forward, AAMVA 
stands ready to worK with the Committee and inaustiy representatives to come to 
an agreement that will ensure passage of Federal le^slation that will bring about 
long overdue uQiTorm procedures, standards and definitions on salvage vehicles. 

o 
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